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Forward: 

Here is the bulk of the text of Valery Yuryevich Katasonov's book, Stalin's 
ECONOMICS. Interpretations-perceptions of the events of that time - are different 
and subjective, which is natural for all authors writing about Russia, and all readers 
with mutually opposite mentalities - indestructible under fear of violence-lustration, 
and even under fear of death - elevated above them by the authorities - like a 
"guillotine axe". People's confrontations have no rational explanation. However, it is 
natural, because the individual mentalities of people are formed in all previous 
generations of people for thousands of years — in the image and content of their 
lives. 


Therefore, no "mandate commissions" of special services, lustration and "lie 
detectors" can provide a hundred percent identification of dissidents and potential 
enemies of the government and heroes of their people ... In Katasonov's book there 
is a constant "historical extrapolation" of the events of Stalin's thirty years of rule into 
the later years of Soviet times and even into present-day bourgeois Russia. 


Dear Readers, Katasonov's book is extremely popular, but you can't read it freely, or 
download it in its entirety, because many Internet sites rushed to make money on its 
popularity, and at the same time to prevent ordinary Russians to get acquainted with 
it. "The liberal-democratic ruling Russian elite," as they call themselves, are doing 
their best to prevent Russians from learning about what happened in Russia under 
Stalin, and what is happening to them and to the country at the present time. But, 
alas, Stalin managed to turn the Soviet people - into the most literate society in the 
world. The book reveals the essence of the Stalinist economy, showing its unique 
character not only in comparison with the economies of other countries, but also with 
the economy of the USSR of the early and late periods - pre-Stalinist and post- 
Stalinist. 


The author breaks the conspiracy of silence around this topic, and gives a detailed 
description of such elements of the Stalinist economic model as centralized 
management and planning, one-level banking system, two-loop monetary circulation, 
state monopoly of foreign trade and state currency monopoly, anti-cost mechanism, 
public consumption funds, etc. According to Katasonov, the unique experience of 
state-building on the basis of Stalin's model of economy may prove extremely useful 
for the economic and political revival of Russia. According to the author, the need to 
write this book arose due to the fact that for the last 20-25 years our media and our 
textbooks have been silent about the Stalinist model of economy, which emerged 
and functioned successfully for the last three decades. It can still be called socialist, 
although the chronological framework of that time is much broader. 


Something about the economy of the Soviet period is still written and spoken about 
these days, and almost always with a negative connotation. It is almost always 
criticized as inefficient, uncompetitive, and even socially unjust. If you look closer at 
such stories, in 99% of cases they refer to the economy of the last 30-35 years of the 
existence of the USSR, the late Soviet economy. In other words, when such leaders 
as Nikita Khrushchev, Leonid Brezhnev and Mikhail Gorbachev were at the helm. It 
must be said that there is much that is fair in criticizing the post-Stalinist economy. 
But the slyness and even meanness lies in the fact that the conclusions about the 
late USSR economy are extrapolated to the economy of the Stalinist period. 


We are constantly being led to believe that there is only one viable and efficient 
economic model in the world, which is most often called a market economy. \t would 
be more correct to call it a capitalist economy. However, even the most cursory 
comparative analysis of the market (capitalist) and Stalinist (Socialist) models of 
economy makes us question the thesis that the former is more competitive than the 
latter. The topic of Stalinist economy in the post-Stalinist period in the USSR was 
taboo. It is also taboo in bourgeois Russia for a simple reason: a narrow group of 
beneficiaries of the market economy (capitalist plutocracy) fears that the ideas of 
Stalinist economy could seize the masses, and it (capitalist plutocracy - the Russian 
olgarchy - the modern power vertical of the RF) would lose its economic and political 
power. However, the ideas of Stalinist economy captured the Soviet people during 
Stalin's lifetime and are preserved at the genetic level. Theoretically it is impossible. 
Or rather, the economic ideas of Stalin have always been in the mentality of the 
Russians and the mentality of Russia as a whole. It was not a socio-political and 
economic anachronism, as the West perceives Russia. The bearers of World Capital 
still do not know that this is a consequence of the fact that Russia has never 
"Developed like Europe. See about this in Fursov's lectures - "History of Russia", 
which, unfortunately, are also unavailable for reading. 


INTRODUCTION TO THE COLLECTION OF INFORMATION 
ABOUT KATASONOV'S BOOK "STALIN'S ECONOMY". 


Katasonov V.Yu. Ekonomika Stalina / Edited by O.A. Platonov. - Moscow: Institute 
of Russian Civilization, 2014. - 416 c. 


Source: http://danilevsky.ru/so vremennyie-myisliteli/ekonomika-stalina/. 


FROM THE PUBLISHER'S EDITORIAL BOARD. Interest in the Stalin era of Russian 
history remains consistently high in our society, including the economy of this era. 
The book by the Doctor of Economics V. Katasonov, one of the leading economists 
of modern Russia, reveals the essence of Stalin's economy, showing its unique 


character not only in comparison with the economies of other countries, but also with 
the economies of the USSR of earlier and later periods. The topic of the Stalinist 
economy has always been taboo, since any models of the so-called "market 
economy" imposed on Russia pale into insignificance against it. Katasonov breaks 
through the conspiracy of silence surrounding this topic and gives a detailed 
description of such elements of the Stalinist economic model as centralized 
management and planning, a single-tier banking system, two-loop money circulation, 
a state monopoly on foreign trade and a state currency monopoly, an anti-cost 
mechanism, public consumption funds, etc. According to the author, the unique 
experience of state-building based on Stalin's economic model may prove extremely 
useful for Russia's economic and political rebirth. 


AVENUE. Valentin Yurievich Katasonov is a Russian academic economist, Doctor 
of Economic Sciences. His main areas of expertise are natural resource economics 
and international finance. Author of monographs and textbooks, well-known publicist. 
Born: April 5, 1950. (now age 70), Tashkent, Uzbekistan. Education: Moscow State 
Institute of International Relations (1972). Academic degree: Doctor of Economics 
(1991). Place of work: MGIMO (until July 2018). 


CONTENTS OF THE COLLECTION OF INFORMATION ABOUT THE BOOK. 
Part |. The full text of the book Katasonov V.Yu. - "Stalin's economy" - edition of the 
"Institute of Russian Civilization". 

Part Il. Introductory fragments of the book, quotes from the book, selected reviews 
and comments from readers - from various Internet sources. 


Part Ill. Review of the Marxist-Leninist on the book "Economy of Stalin". 


Part IV. Andrey Fursov. How mediocre Stalin beat the geniuses of the world 
revolution of Lenin and Trotsky. 


PART I. 
Katasonov V. Yu. 
The economy of Stalin. 


Edition: - Moscow: Institute of Russian Civilization, 2014. - 416 c. / Ed. by O.A. 
Platonov. 


Source: http://danilevsky.ru/so vremennyie-myisliteli/ekonomika-stalina/. 
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picture of "Bolshevik privatization". 
Expropriation of "fiery revolutionaries". 


CHAPTER 11. The Soviet ruble: cash and non-cash. 
About the two-loop monetary system of Stalin's economy. 
About cash and non-cash money. 
About the possible sources of industrialization. 
Non-cash rubles as a means of industrialization. 
"The Corporation of the USSR”. 
Non-cash rubles are not quite money. 
The State Bank of the USSR and non-cash rubles. 
Cash rubles and the "capillary system" of the economy. 
The dam between the two circuits of monetary circulation. 
The erosion and destruction of the dam between the two circuits. 
The Modern Metamorphosis of Money, or the Circle of Criminal Capital. 
The restoration of the Stalinist monetary system is on the agenda. 


CHAPTER 12: The Transferable Ruble as a Unique Regional Currency Project. 


History of the Creation of the Transferable Ruble. 

Once again about the gold ruble. 

The unique project of the Transferable Ruble. 

Functions of the Transferable Ruble. 

Abolition of the Transferable Ruble. 

The realities of the post-Soviet space and the transferable ruble. 


CHAPTER 13. Clearing settlements as an alternative to the dollar dictatorship. 
The postwar monetary system. 

What is currency clearing? 

The clearing ruble is part of our history. 

Clearing outside the CMEA. 

Clearing and the interests of the masters of the Federal Reserve System. 

It is time for Russia to remember clearing. 


CONCLUSION. 
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Excerpts of the book. 


INTRODUCTION 


The need to write this book arose because for the past 20-25 years our media and 
our textbooks have remained silent about the economic model that actually existed 
and functioned successfully for about three decades. We are talking about the 
model, which conditionally can be called Stalinist. It can still be called a socialist 
model, although the chronological framework of the time, which is commonly referred 
to as the era of socialism in the Soviet Union, is much wider than the existence of the 
Stalinist economy. 


Something about the economy of the Soviet period is still written and spoken about 
these days, and almost always with a negative connotation. Sometimes it is even 
criticized as inefficient, uncompetitive and even socially unjust. If to look more 
attentively at such stories, in 99% of cases they concern economy of the last 30-35 
years of existence of the USSR, the late Soviet economy. In other words, when such 
leaders as Nikita Khrushchev, Leonid Brezhnev and Mikhail Gorbachev were at the 
helm. It must be said that there is much that is fair in the criticism of the late 
economy. But the slyness and even meanness lies in the fact that the conclusions 
about late economy are extrapolated to the economy of the Stalinist period. 


We are constantly led to believe that there is only one viable and efficient economic 
model in the world, which is most often called a market economy. It would be more 
correct to call it a capitalist economy. However, even the most cursory comparative 
analysis of the market (capitalist) and Stalinist (socialist) models of economy makes 
us question the thesis that the former is more competitive in comparison to the latter. 
There is a strong feeling that it is just the opposite. And the topic of the Stalinist 
economy is taboo for a simple reason: a narrow group of beneficiaries of the market 
economy (the capitalist plutocracy) fears that the idea of the Stalinist economy could 
take hold of the masses, and it (the capitalist plutocracy) would lose its economic 
and political power. 


This book is a modest attempt to pierce one more hole in the information blockade 
around our recent history-the part that concerns the Soviet economy. The Stalinist 
economy, as we have noted, accounted for only part of the economic history of the 
USSR. 
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The 74 years of the existence of the USSR (from 1917 to 1991) can be divided into 
several periods, which differ significantly from each other in a number of economic 
and political features: 

1. The period of "war communism" (1917-1921). 

2. The period of the New Economic Policy, or NEP (1921-1929). 

3. Period of industrialization and building the foundations of socialism (1929-1941). 

4. The Great Patriotic War and post-war economic recovery (1941-1948). 

5. Period of peaceful development based on the Stalinist model of economy (1948- 
1956). 

6. The first period of dismantling the Stalinist economic model (Khrushchev period: 
1956-1964). 

7. The second period of dismantling the Stalinist model of economy (period of 
preparation and implementation of the Kosygin-Liberman reform: 1964-1969). 

8. The period of stagnation (1969-1985). 

9. The period of perestroika and active destruction of the remnants of the Stalinist 
model of economy (1985-1991). 


So, the first and second periods can be called the early economy of the USSR. The 
third to fifth periods refer to the Stalinist economy. And the sixth through ninth 
periods cover the late economy of the USSR. The last model can still be called the 
post-Stalinist economy. And in a broader historical aspect it should be defined as a 
transitional economy - from the socialist model to the capitalist model. Some harsh 
critics in the West, who were in favor of strict, "pure" socialism, called the post- 
Stalinist period of Soviet history a period of creeping restoration of capitalism. 


The Stalinist period - the period of building the foundations of the Stalinist economy, 
testing its strength during the war and postwar reconstruction and peaceful 
construction. In total, the period of the Stalinist economy is no more than 30 years. 
We can start counting the Stalinist economy not from 1929, but from a somewhat 
earlier time - the mid-1920s - when Stalin managed to gain an upper hand in the 
Party and the state against the Trotskyists and the new opposition and began 
preparations for winding down the NEP and carrying out industrialization. 


The end of the Stalinist period does not literally fall at the moment of Stalin's death 
in March 1953. By inertia, the Stalinist model continued to function with minimal 
changes until 1956, when Khrushchev held the 20th Congress of the CPSU to 
debunk the Stalin personality cult. In fact, this congress started the dismantling and 
destruction of the Stalinist economy. This process of destruction continued for 35 
years and ended in December 1991 with the collapse of the Soviet Union. 


After Stalin's death, he left a legacy of a powerful economy, which by most 
measures was the first in Europe and the second in the world (after the United 
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States). Six decades have passed since then. We have lost much of our material and 
technical base during this time (especially during the last 20-25 years of destructive 
democratic "reforms"). But we have been left with another, perhaps even more 
valuable legacy - the experience of building the Stalinist economy. Nobody can steal 
this legacy from us. And the possibility of using it depends only on us. 


First of all, we must be able to assimilate this inheritance with our minds. For this 
purpose it is necessary to get acquainted with the various party and government 
documents, and with the statistics, and with the economic literature of the time. And 
most importantly - with the works of Stalin. We use the expression "Stalinist 
economy" not only because this model was created and developed at a time when 
Stalin was at the helm of the party and state administration. The main thing is that 
Stalin was the main architect of this model of the economy. 


Stalin was not a professional economist. Moreover, in the first years after the 
revolution, he was not perceived in the Party as a specialist in the field of economy 
(his field was national relations, national policy). Stalin was inferior not only to Lenin 
in the field of economics, but also to other Party figures such as N. Bukharin, E. 
Preobrazhensky, L. Krasin and others. But it was the economic issues that became 
his main concern after Lenin's departure, as he himself actually became the head of 
the Party and the state. 


As an economist, Stalin acted in two capacities: practical economist and theoretical 
economist. Personally, | have formed the opinion that Stalin as a practitioner is a 
head above the theorist. As a practitioner, he felt he was the master of a huge state, 
which not so long ago was called the "Russian Empire" and now is called the "USSR. 
As a master and statesman, he forgot about the tenets of Marxism-Leninism. It was 
in spite of the dogma of the need for a world revolution that he formulated the thesis 
of the possibility of victory of socialism in a single country. And he had in mind not 
some abstract country, but specifically the Soviet Union. And for the practical 
implementation of this installation began to strengthen the economic independence 
of the USSR, to carry out industrialization, to create a military economy. 


As a practitioner, Stalin acted by trial and error. During the construction of the 
socialist economy inevitably there were mistakes and costs. Stalin sought to 
minimize these costs and constantly thought about the need to create a theory of 
building socialism (and building a socialist economy in particular). He often repeated, 
"Without theory, we will die. Unfortunately, there were very few people around him 
who were willing to create a theory of building socialism. They were satisfied with 
Marxism-Leninism and were afraid to go beyond it. Therefore, Stalin himself had to 
create the theory. But, unfortunately, Stalin, as a theorist, could not go beyond 
Marxism either. 


12 


14 


He spent a lot of time and energy preparing a textbook on political economy, which 
included a section on the socialist mode of production. It took a long time to prepare - 
from the second half of the 1930s onward. Stalin made many amendments to the 
textbook, gave our social scientists some guidelines and advice. In November 1951, 
Stalin had a detailed conversation with some of the authors of the textbook model 
(the head of the group of authors - Academician K.V. Ostrovitianov). A number of 
clues to the textbook developers were contained in the work "Economic Problems of 
Socialism in the USSR", written by Stalin in 1952. Its first edition came out after 
Stalin's death, in 1954. But it remained "raw" and contained many internal 
contradictions. 


It is said that Stalin used only the Marxist vocabulary, behind which was hidden 
almost the Orthodox worldview. Unfortunately, some authors are wishful thinking. It 
is a pity that he made almost no reference to the works of Russian economists. 
Political economy ts a product of Protestant civilization, for which capitalism was the 
ideal and only possible socio-economic model. \t is a pointless and thankless task to 
understand and build socialism in Russia on the basis of the methodology of 
Protestant political economy. 


It is hard not to agree with Mikhail Antonov, who drew attention to this "Achilles' 
heel" of Soviet social (economic) science: "Though both Marx and Engels 
unambiguously declared that political economy is a science of commodity, capitalist 
production, almost all Russian Marxists, due to their Eurocentrism, did not think that 
a completely different economic theory was needed for analyzing the national 
economy "1. 


1 M. Antonov continues: "Stalin... From his youth he rejected the possibility of 
commodity production under socialism and was very wary of projects to create a 
political economy of socialism. Here | cannot agree with the author. It was Stalin, 
even before the war, who insisted on preparing a textbook on political economy, 
including a section on the "socialist mode of production. And, despite the 
contradictions that arose, in various versions of the draft of the textbook until the end 
of his life he pushed the process of its creation. 


An analysis of the same work, Economic Problems of Socialism in the USSR 
(1952), shows that Stalin sought answers to many questions in the notorious "law of 
value. Simply, according to Stalin, this law under socialism supposedly acquired 
other forms of manifestation and had a limited scope of action. But all this created 
internal contradictions. By the way, the head of the author's group that prepared the 
textbook of political economy on Stalin's instructions, academician K. Ostrovitianov, 
wrote in 1958: "It is difficult to name another economic problem which would cause 
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so many disagreements and different points of view as the problem of commodity 
production and the operation of the law of value under socialism. Unfortunately, 
these gnoseological contradictions after Stalin's death were imperceptibly 
transformed into real contradictions in the practice of economic construction in the 
USSR and created cracks in the foundation of the building of Stalin's economy. 


1 Antonov Mikhail. There will never be capitalism in Russia! - M., 2005. - C. 179. 
2 Ibid. 


| am not alone in very restrained evaluation of the work "Economic Problems of 
Socialism in the USSR" (which some irrepressible admirers of Stalin are presented 
as "brilliant"). | turn again to M. Antonov: "Although Stalin was trying to illuminate 
some issues of socialist production in a new way, in general this work did not contain 
and could not contain any breakthrough in theory, because it was based on the 
traditional understanding of Marxism-Leninism, which no longer met the needs of the 
advancing era. According to Molotov, Stalin was still working on the second part of 
his work, which after the death of the leader had sunk to the unknown, but we could 
hardly expect any breakthrough from it either, for the same reasons. 

1 

As a practicing economist, Stalin achieved much more. In fact it was thanks to his 
political will and skill that he was able to create an economy, most of which was 
outside of commodity-money relations, outside the notorious law of value. In fact, this 
means that he was able to tear the country out of the strangling embrace of 
capitalism. And this is his merit. 


1 Ibid. - C. 184. 


To comprehend the essence of Stalin's economy, | will try to highlight the main 
features of Stalin's economy. Here are the most important of them: 

1) national ownership of the means of production; 

2) the decisive role of the state in the economy; 

3) the use of cooperative form of economy and small commodity production in 
addition to state forms of economy; 

4) centralized management; 

5) directive planning; 

6) unified national economic complex; 

7) mobilization character; 

8) maximum self-sufficiency (especially during the period before the socialist camp 
emerged); 

9) orientation primarily on natural (physical) indicators (value indicators play an 
auxiliary role); 
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10) rejection of the profit indicator as the main value indicator, orientation to the 
reduction of production costs; 

11) periodical reduction of retail prices; 

12) limited nature of commodity-money relations; 

13) one-level model of the banking system and a limited number of banks 

14) two-loop system of internal monetary circulation (cash and non-cash circulation) 

15) accelerated development of branch group A (production of means of 
production) in relation to branch group B (production of consumer goods); 

16) special priority of development of the defense industry as a guarantee of the 
country's national security 

17) state monopoly of foreign trade and state monopoly of currency 

18) rejection of competition, replacing it with socialist competition; 

19) combination of material and moral incentives for labor; 

20) Inadmissibility of non-labor income and concentration of surplus material goods 
in the hands of individual citizens; 

21) provision of vital needs of all members of society and steady increase in living 
standards, social nature of appropriation, organic combination of personal and public 
interests, etc. 


Many of these features are interrelated, as if flowing into each other. The 
importance of these or other features over the three decades of the Stalinist 
economy changed. For example, the mobilization character of the economy was 
especially pronounced during the years of industrialization and the Great Patriotic 
War. The principle (sign) of periodic reduction of retail prices did not work during the 
Great Patriotic War. There emerged certain imbalances between the stock of goods 
and money, there was some increase in consumer prices, however, very moderate 
by wartime standards. After the restoration of the Soviet economy from the late 
1940s the mobilization signs weakened. The sign of maximum self-sufficiency of the 
Soviet economy changed from the late 1940s, when the Council for Mutual 
Economic Assistance (CMEA) emerged and the USSR began to actively participate 
in the international socialist division of labor through the development of international 
specialization and cooperation of individual industries and enterprises. Some signs 
of the Stalinist economy could also be seen beyond the chronological framework of 
its thirty-year existence. For example, the state monopoly of foreign trade, the state 
currency monopoly, the one-tier model of the banking system, and the two-loop 
system of domestic money circulation began to collapse only in the second half of 
the 1980s. Also an important feature of the Soviet economy remained the high 
priority given to the development of the defense industry. This could not have been 
otherwise, since the West was waging an unrelenting Cold War against the USSR; 
from the mid-1980s this priority began to be diluted under the sly slogan of the 
conversion of military production. 


14 


17 


The Stalinist economy began to lose many of its essence due to the mistakes and 
miscalculations of the state and party leaders who led the country after Stalin's 
death. There was Khrushchev's voluntarism with his economic experiments. There 
was the Kosygin-Liberman reform, which reprogrammed the economy to profit as the 
main guideline. There were crazy projects of transferring the northern rivers, and 
much more. But these were not the main reasons for the destruction of the Stalinist 
economy. Man began to change. The harmony between public and personal interest 
began to break down. "Mine" became higher than "ours." Material incentives for labor 
became dominant over moral incentives. Labor ceased to be seen as a vital 
necessity and even began to be perceived as a burden. Stalin was well aware of the 
importance of the human factor. In various versions, he set the task of creating a 
new man. 


But this task was not fully accomplished, its solution clearly lagged behind the 
progress in the development of productive forces, the construction of the material 
and technical base of socialism. Sometimes they say that Stalin simply did not have 
time to solve this problem, tragically passing away. But that is not the main point 
either. The creation of anew man could take place (and did take place) only on the 
ideological basis of Marxism-Leninism. This doctrine, however, is inherently deeply 
materialistic and not intended to educate a person with the high characteristics 
demanded by Stalin's economic model. The solution to such a problem was only 
possible in society, where the Christian Church, which has two thousand years of 
experience in educating the new man, enjoys great influence. 


Yes, Stalin legalized the Church, he led it out of the catacombs into which it had 
been driven by the "fiery revolutionaries" of the 1920s. | do not even rule out the 
possibility that Stalin might have secretly counted on the Church's support for such a 
task as the formation of a new man. But by the time of Stalin's death the Orthodox 
Church had not grown strong enough to exert a meaningful positive spiritual and 
moral influence over the whole of Soviet society. 


The work offered to the reader does not claim to be a comprehensive and detailed 
study of all the features and all the sides of Stalin's economy, or an exhaustive 
explanation of the reasons for its dismantling and destruction. In fact, it is a series of 
essays on some, (as it seems to the author), key problems of the Stalinist economy. 
The aim of the work is to make the reader compare and understand that the notion 
imposed on us about the market (capitalist) economy as the most perfect, efficient, 
competitive one is a myth or even an outright deception. Moreover, after getting 
acquainted with Stalin's economy, the falsity of the sweet-voiced appeals to lead 
Russia out of its current economic dead-end with all kinds of liberal means (foreign 
investment, loans, stock markets, the investment climate, and all kinds of other 
nonsense) will become clear. 
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And if, God willing, a spiritual, political, and economic revival of Russia should 
begin, we will need the maximum mobilization of all of society's forces and 
resources. Then the experience of Stalin's economy will be in extremely high 
demand. 


CHAPTER 1. ON STALIN'S ECONOMY AND THE HIGHER GOALS. 


No matter what the critics of the Soviet economy say, it turned out to be, in the 
modern language, more competitive than the so-called "market economies" of the 
West. 


About the "economic miracle" and the Stalinist economy. 


In 1913, Russia's share of world industrial production was about 4%; by 1937, it 
had already reached 10%. By the mid-1970s, it had reached 20% and remained at 
this level until the beginning of perestroika. The two most dynamic periods of Soviet 
history were the 1930s and 1950s. 


About the Stalinist economy and the higher goals. 


The first period was industrialization, which was carried out in a mobilization 
economy. In terms of total gross domestic product and industrial production, in the 
mid-1930s the USSR came first in Europe and second in the world, second only to 
the United States and far ahead of Germany, Britain, and France. For less than three 
decades in the country were built 364 new cities, built and put into operation 9 
thousand large enterprises - a huge figure - two companies a day! Of course, a 
mobilization economy required sacrifices, the maximum use of all resources. But, 
nevertheless, on the eve of the war the standard of living of the people was 
significantly higher than at the start of the first five-year plan. We all remember 
Stalin's well-known statement that the USSR was 50 to 100 years behind the 
industrially developed countries, and that history has allotted 10 years to bridge this 
gap, otherwise we will be swept away. These words, spoken in February 1931, are 
surprising in their historical accuracy: the gap was only four months. 


The second period was economic development on the basis of the model, which 
was formed after the war with the active participation of Stalin. It continued to 
function by inertia for a number of years after his death (until all sorts of experiments 
by N.S. Khrushchev began). During 1951-1960, the gross domestic product of the 
USSR increased by 2.5 times, and the volume of industrial production - more than 3 
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times, and agricultural production - by 60%. If in 1950 the level of industrial 
production in the USSR was 25% in relation to the U.S., then in 1960. - already 50%. 
Uncle Sam was very nervous, because he was losing the economic competition to 
the Soviet Union. The standard of living of the Soviet people was steadily rising. 
Although a much higher proportion of GDP was used for savings (investment) than in 
the U.S. and other Western countries. 


The thirty-year period in our history (from the early 1930s to the early 1960s) can 
be called the Soviet "economic miracle. The 1940s should also be included here. - 
the period of war and economic reconstruction of the USSR. Our country managed to 
defeat Hitler and the entire Hitler coalition. It was not only a military victory, but also 
an economic victory. During the period of rebuilding the country after the war, we 
were able to return faster than European countries to pre-war levels, as well as 
create a "nuclear shield," which was vital for the country in the conditions of the "cold 
war" declared by the West. 


In the 1960s, we began to lose the economic momentum we had built up in the 
previous period. And from the mid-1970s, we began to show signs of so-called 
stagnation, the loss of domestic sources of development, which were camouflaged 
by the sudden fall of petrodollars on our country 


Since the mid-1980s, the destruction of the remnants of the economic model that 
had been created in the years of the "economic miracle" began, hidden behind the 
slogans of perestroika. 


Stalin's economy is a taboo topic. 


| am not the first to draw attention to Stalin's "economic miracle. In explaining it, the 
authors rightly emphasize that a fundamentally new model of economy was created, 
different from the "market economy" models of the West (the capitalist model of 
economy). 


The first years of Soviet history were the economy of "war communism" (1917- 
1921). It is a special model - obviously, it has nothing in common with the market 
model (moreover, it is called the antipode of the market). But it cannot be called a 
Soviet model either. Some authors by misunderstanding or consciously try to put an 
equal sign between the economy of "war communism" and the economy of Stalin. If 
we personify the former, it should be called the Lenin-Trotsky economy. 

Elements of the market economy model took place only in the initial period of the 
Soviet history (the NEP period: 1921-1929) and in the final period (Mikhail 
Gorbachev's Perestroika: 1985-1991). In other words, in net terms it turns out about 
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a decade and a half. If we personify this model, it can be conditionally called the 
Bukharin-Gorbachev economy. Let me remind you that in the 1920s. Nikolai 
Bukharin was considered the main ideologist of the party and advocated building 
socialism and communism on the basis of market principles. Later he became an 
active member of the "new opposition," which sharply opposed the model proposed 
by I. Stalin and his supporters ("Stalin's model"). 


Another 25 years or so (1961-1985) - the period of the so-called stagnation 
economy, when there was no market model yet, but the Soviet model was slowly 
being eroded from within by various partial improvements that did not increase its 
effectiveness, but only discredited it, so that at the end of the existence of the USSR 
the perestroika proponents could say in full voice: "The Soviet model is not effective, 
it must be replaced by the market model". 


If we personify the economy of stagnation, then it can be called the Khrushchev- 
Brezhnev-Andropov-Chernenko economy. 


Thus, of the entire 74-year history of the Soviet Union (from 1917 to 1991), the 
period of "economic miracle" accounts for three decades at most. This period is 
characterized by the fact that at this time in power in the country was Stalin. True, in 
1953-1960. Stalin was no longer in power, but the economy created by him 
continued to function, it had not yet undergone much change. Therefore, the thirty- 
year period 1930-1960 can be called the time of Stalin's economy, and the economic 
achievements of this period - Stalin's "economic miracle". 


About the Stalinist economy and the higher goals. 


Today we are dominated by a plurality of opinions. Maybe someone sees some 
flaws in the Soviet model and prefers the model of market economy. But here's the 
amazing thing: today 99.99% of all information belonging to the category of 
economics is devoted to the market economy. The remaining 0.01% of information 
has to do with the Soviet model. But at the same time in reports, articles and books 
there is almost no detailed description of this model, everything is limited to a 
pointless criticism and the traditional conclusion: it is an administrative-command 
economy. There is no intelligible definition of the administrative-command economy, 
except that it is the opposite of the market economy. It seems that the author of this 
cliché at the dawn of perestroika was the economist Gavriil Popov, one of the most 
zealous "market economists. Administrative-command economy is a kind of verdict, 
which cannot be justified. | think that the silencing of the topic of "the Soviet model of 
the economy" is very simple: a serious comparative analysis of the two models is 
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extremely unprofitable for those who promote the ideology of a market economy. 
This is the propaganda policy of the "Washington Consensus of the Party. 


Trying to evaluate the Stalinist economy on the basis of the criteria of a market 
economy and the principles of economic liberalism is a futile exercise. A war was 
waged against the USSR, which sometimes became explicit and tangible (the 
Finnish War, Halkin-Gol, the Great Patriotic War), and sometimes took implicit and 
disguised forms. To win such a war while observing the rules of market economics is 
like a boxer winning a fight in the ring while blindfolded. 


The essence of the Stalinist economy. 


The essence of the Soviet model (1930-1960) can be reduced to the following 
essential features: 

- Nationwide ownership of the means of production; 

- the decisive role of the state in the economy; 

- centralized control; 

- directive planning; 

- unified national economic complex; 

- mobilization character; 

- maximum self-sufficiency (especially during the period before the socialist camp 
emerged); 

- focus primarily on natural (physical) indicators (value indicators played an auxiliary 
role); 

- limited nature of commodity-money relations; 

- accelerated development of branch group A (production of means of production) 
in relation to branch group B (production of consumer goods); 

- acombination of material and moral incentives to work; 

- inadmissibility of non-labor income and concentration of surplus material wealth in 
the hands of individual citizens; 

- provision of the vital needs of all members of society and a steady increase in the 
standard of living, the social character of appropriation, etc. 

On these attributes we shall speak further in detail. Here | will speak briefly only 
about some of them. 


On the Stalinist economy and the higher goals. 


As for the accelerated development of branch group A (production of means of 
production) in relation to branch group B (production of consumer goods), this is not 
just a slogan of the "great breakthrough" period of the 1930s. It is a constantly 
operating principle, given that we are not talking about an abstract "socialist 
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economy". We are talking about the concrete economy of the USSR, which, 
according to Stalin, was (and for the foreseeable future will be) in a hostile capitalist 
environment - an environment that would seek to destroy the Soviet Union both 
economically and militarily. Only a high level of development of Group A is capable 
of ensuring the effective struggle of the USSR against the hostile capitalist 
environment. A consistent consideration of the above principle actually means that 
the Stalinist model is a model of mobilization economy. It could not be otherwise. 
Stalin was absolutely correct in justifying this by formulating the following geopolitical 
thesis: the main content of the modern era is the struggle between two socio- 
economic systems - socialist and capitalist. 


It is well known (from the works of the classics of Marxism) that the most important 
contradiction of capitalism is the contradiction between the social character of 
production and the private form of appropriation. The most important principle of 
Stalinist economics is the social character of appropriation, which removes the 
"damned" contradiction that existed under capitalism. The principle of distribution 
according to labor is supplemented by the principle of social appropriation. 
Specifically, it means that the surplus product created by common labor is distributed 
fairly evenly among all members of society through the mechanism of lowering the 
retail prices of consumer goods and services and through the replenishment of 
public consumption funds. In the medium term, Stalin even proposed a transition to a 
free distribution of such a vital product as bread (he spoke about this soon after the 
end of the war and named the time when it could approximately happen - 1960). 

Orientation primarily on natural (physical) indicators in planning and evaluating the 
results of economic activity is another key principle. Value indicators, first, were quite 
conventional (especially in production, not in retail trade), and second, played an 
auxiliary role, and profit was not the most important indicator. The main criterion of 
efficiency was not an increase in monetary profit, but a reduction in the cost of 
production. 


On the planned nature of Stalin's economy. 


Particular attention should be paid to the planned nature of the economy. Critics of 
the Stalinist model, using the pejorative phrase "administrative-command system," 
first and foremost and have in mind the national economic planning. It is the opposite 
of the so-called market, which hides an economy focused on profit and enrichment. 
In the Stalinist model we are talking about directive planning, where the plan has the 
status of the law and is subject to mandatory execution, in contrast to the so-called 
indicative planning, which was used after World War II in Western Europe and Japan 
and has the nature of recommendations and guidelines for economic actors. By the 
way, indicative planning is inherent not only in the Stalinist economy. It still exists 
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today. Where?" you may ask. In large corporations. About this we will say a little 
later. So if critics of the Stalinist model like the expression "administrative-command 
system," then they should also zealously criticize the world's largest multinational 
corporations like IBM, British Petroleum, General Electric or Siemens. 


There at the beginning of the twenty-first century there is indeed a brutal 
administrative command system without any admixture of democracy and workers’ 
participation in management. 


In a conversation on January 29, 1941 Stalin pointed out that it was the planned 
nature of the Soviet national economy that allowed to ensure the economic 
independence of the country: "If we did not have a planning center, ensuring the 
independence of the national economy, industry would have developed in a very 
different way, everything would have started with light industry, not with heavy 
industry. But we turned the laws of capitalist economy upside down. We started with 
heavy industry instead of light industry, and we won. Without the planned economy 
this would have been impossible. After all, how did the development of the capitalist 
economy go? In all countries it began with light industry. Why? Because light 
industry was the most profitable. And what do individual capitalists care about the 
development of the iron and steel industry, the oil industry, etc.? Profit is important to 
them, and light industry was the primary source of profit. We began with heavy 
industry, and this is the basis of the fact that we are not an appendage of capitalist 
economies. ... The matter of profitability is subordinated to the construction, first of all, 
of heavy industry, which requires large investments from the state and, 
understandably, is unprofitable at first. If, for example, we were to leave the 
construction of industry to capital, the most profitable industry would be the flour 
industry, and then, it seems, the manufacture of toys. This is where capital would 
start building industry." 


Stalin also constantly stressed that the planned economy made it possible to 
balance supply and demand, production and consumption. Thus, only on the basis of 
planned economy is it possible to overcome such a curse of the market (capitalist) 
economy as crises. These crises of so-called "overproduction" have shaken the 
whole capitalist world since the beginning of the 19th century, bringing innumerable 
sufferings to millions of workers, demonstrating the wasteful character of the use of 
material resources and generating even more fierce competition between capitalists 
both on national and world markets. 


The USSR used some methods of planning that even the most "advanced" foreign 
managers and economists had not known before. First of all, it was an inter-industry 
balance, with the help of which the proportions of exchange of intermediate products 
between branches were determined for given volumes and structure of production of 
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final products. These proportions are described by appropriate equations. It is 
considered that inter-branch balance models (in the West they are more commonly 
referred to as input-output models) were developed by a Russian emigrant of the 
post-revolutionary wave, Vasily Leontiev (1906-1999), who was even awarded the 
Nobel Prize in economics. However, already in the first half of the 1920s the State 
Planning Committee of the USSR began to use the inter-sectoral balance - even 
before V. Leontiev published his first article on the subject. 


Stalin's economy as a huge corporation. 


The Soviet model can be likened to a huge corporation called the Soviet Union, 
consisting of separate shops and production sections that work to create one final 
product. The final product is not a financial result (profit), but a set of specific goods 
and services that satisfy social and personal needs. The indicators of the social 
product (and its elements) in monetary terms perform only the role of a reference 
point in the implementation of annual and five-year plans, the evaluation of the 
results of the implementation of plans. 


Due to the division of labor, specialization and well-coordinated cooperation, the 
maximum efficiency of production of the entire corporation is achieved. It is no longer 
necessary to say that there can be no competition between shops and sites. Such 
competition will only disorganize the work of the entire corporation and generate 
unreasonable costs. Instead of competition, it is cooperation and cooperation in a 
common cause. The individual shops and sections produce raw materials, energy, 
semi-finished products and components, from which the common product is 
ultimately formed. This total product is then distributed among all the participants in 
production. By definition, there is and can be no distribution and redistribution of the 
social product at the level of individual workshops and sections. 


On the Stalinist economy and the higher goals 


All this enormous production, exchange and distribution is managed by the 
governing and coordinating bodies of the USSR Corporation. These are the 
government, numerous ministries and departments, primarily line ministries. As the 
structure of the national economy of the USSR became more complex, their number 
steadily increased. Within the framework of each union ministry there were also 
subdivisions, called chief departments, and various territorial institutions in the field, 
(first of all, the ministries in the union republics). The coordinating and supervising 
role was played by such bodies, as the USSR Gosplan, the USSR Ministry of 
Finance, the USSR State Bank and some others. They also had their own territorial 
network, including departments with similar names at the level of the union republics. 
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By the way, a similar scheme of organization and management exists in the largest 
Western corporations (especially transnational) associated with the real sector of the 
economy. There are no market relations within them, there are conditional 
calculations based on "transfer" (intra-corporate) prices. The key difference between 
the model of Western corporations and the Stalinist model is that corporations are 
owned by private owners, their activities are focused primarily on financial results 
(profits), and the financial results are not distributed to employees, but are privatized 
by the owner of the corporation. It is true that today this scheme of organization and 
management of corporate activities is becoming a thing of the past, for the reason 
that under the current rapid development of the financial sector of the economy, 
production activities are becoming uncompetitive and even unprofitable. There has 
been a turnaround in the activities of corporations traditionally associated with 
manufacturing towards working in the financial markets. Such financially oriented 
corporations have a different way of doing things. 

| would like to note that | have found a comparison of the Stalinist economy with a 
huge corporation in a number of domestic and foreign authors. Here is a quote from 
a contemporary work: "Long before the emergence of large domestic and 
international transnational corporations, the USSR became the world's largest 
corporate economic structure. The corporate economic goals and functions of the 
state were written into the Constitution. As an economic corporation, the USSR 
developed and enacted a scientific system of reasonable domestic prices that 
allowed for the efficient use of natural resources in the interests of the national 
economy. Its peculiarity was, in particular, low prices for fuel and energy and other 
natural resources as compared with world prices... 

The corporate approach to the economy as a holistic organism implies allocation of 
sufficient funds for investment, defense, the army, science, education, culture, 
although from the perspective of selfish and short-sighted market subjects we should 
eat everything up immediately. 


The rejection of the concept of the state - an economic corporation, the destruction 
of inter-industry and inter-regional relations, the disintegration of enterprises 
disastrously affected the Russian economy "1. 


1 Bratischev |. M., Krasheninnikov S. N. Russia can become rich! - M., 1999. - C. 
15-16. 


It is hard not to agree with the authors about the consequences of the destruction of 
the "economic corporation of the USSR". One can only doubt that such destruction 
happened overnight, at the moment of the destruction of the Soviet Union in 
December 1991. The process of destruction began even earlier, in the 1960s, and 
lasted almost three decades. 
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Stalin's economy: the test of life. 


Stalin's economy had passed the test of time. Without being a biased opponent or, 
even more so, an enemy of Russia, it should be recognized that Stalin's economy 
allowed: 

- to ensure that the country overcame centuries of economic backwardness and 
became, along with the United States, the world's leading economic power; 

- to create a unified national economic complex, which allowed the Soviet Union to 
become independent of the world market; 

- to defeat in World War II the strongest enemy - Hitler's Germany and the Hitler 
coalition countries; 

- to ensure a steady increase in the welfare of the people on the basis of a 
consistent reduction in the cost of production; 

- to show to the world the inefficiency of the so-called market (capitalist) economy 
and to reorient many countries toward the so-called non-capitalist path of 
development; 

- to ensure the military security of the country by creating nuclear weapons. 


It seems to me that this is enough to understand in more detail what Stalinist 
economy is - not out of idle curiosity, but on the basis of the fact that today Russia is 
experiencing a serious economic crisis. And familiarity with Stalinist economics will 
allow us to find a quicker way out of today's deadlocks. 


On the distortions and mistakes of the Stalinist economy. 


Of course, a number of the above-mentioned principles have not been realized in 
the real practice of economic construction in their pure form. Partly; 
- because of some conscious distortions of Stalin's political line by some 
statesmen, 
- - partly because of the weakness of human nature (for example, weak 
executive discipline), 
- partly because Stalin himself made some adjustments to his political line. 


Adjustments were made intuitively. At the same time, the improvement of the 
economic model had to be carried out systematically, on the basis of a good theory. 
Stalin tried to intensify the process of developing such a theory, in particular, by 
writing in 1952 the work "Economic Problems of Socialism in the USSR. "Ignorance 
of theory will ruin us," Stalin used to say, and unfortunately these words proved 
prophetic. 
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A strong and unjustified departure from these principles led to the erosion and 
undermining of the Stalinist model. The erosion occurred in the period 1960-1985. 
Individual cases were recorded as early as the second half of the 1950s, when 
Khrushchev began to conduct dangerous economic experiments. There are many 
examples of such dilution. For example, we noted such a principle as the 
predominant orientation in the planning and evaluation of the results of economic 
activity on natural (physical) indicators. The "Kosygin" reform of 1965 began to orient 
planning bodies and enterprises to such a basic cost indicator as "gross" (gross 
output, calculated according to the so-called factory method). It became possible and 
profitable to inflate the gross indicators, while the dynamics of real (natural) 
indicators significantly lagged behind the gross. The paradox was that the profit 
orientation made the economy increasingly costly. 


Serious planning problems were camouflaged. Formally, centralized plans began to 
cover a much broader range of intermediate and final products of various sectors of 
the economy in comparison with the Stalin era (probably helped by the introduction 
in the Gosplan and many ministries of the first generation of electronic computing 
machines). At various levels they began to say that the so-called program-targeted 
method is introduced into the practice of planning. However, in real life, specific 
planning indicators at all levels were not tied to any higher goals, but were 
determined on the basis of the primitive method - from the achieved level of the 
previous year (planning period). 


In a number of respects, Stalinist economics contradicted Marxism. There was no 
prior theoretical reflection and justification of this model. It was created by 
practitioners, by trial and error. By the way, in those years there was not evena 
textbook on the political economy of socialism. Its preparation dragged on for 30 
years, and the first edition came out only after Stalin's death, in 1954. By the way, 
the textbook was contradictory, trying to reconcile the realities of life (the Stalinist 
economy) with Marxism. Meanwhile, Stalin told his associates: "If you look for 
answers to all the questions from Marx, then you will be lost. We must work with our 
own heads. 


About the dismantling of the Stalinist economy. 
But, alas! Party and state leaders after Stalin's death refused to "work with their 
heads," preferring to be guided by the dead dogmas of Marxism or simply acting on 


inertia, parasitizing on the achievements of the Stalinist economy. 


Khrushchev only managed to weaken, but not destroy, the Stalinist economy. Much 
more serious blow was dealt by the economic reform of 1965-1969, which is 
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personified with the then Chairman of the Council of Ministers of the USSR, A. 
Kosygin. It is sometimes referred to as the reform of E. Lieberman, named after one 
of Kosygin's consultants. The result was a model that some harsh critics call a model 
of state capitalism. The reform of 1965-1969 transformed the socialist enterprises 
into autonomous producers, focused on profit (the main planning indicator), rather 
than on their contribution to the creation of a single economic result. The socialist 
mode of production was replaced by the commodity (state-capitalist) mode of 
production. 


After the "Kosygin's" reform there were no more serious attempts of economic 
improvement for almost two decades. Moreover, there were no attempts to undo the 
fatal Kosygin-Liberman experiment, and the economy sank into stagnation. And life 
urgently dictated the need for real change in order to strengthen the country. Thus, in 
the first half of the 1970s. The USSR had reached military parity with the United 
States and NATO. With this in mind, it was possible and necessary to make 
adjustments in the proportions of Group A and Group B development in favor of the 
second group of industries. The development of such industries as light industry, 
food industry, production of automobiles, furniture, household and radio-electronic 
appliances should have been accelerated, and the scale of housing construction 
should have been increased. 


Instead, investments were channeled into the construction of the Baikal-Amur 
Mainline, the connection of rivers, etc. And then came the "silver bullet" in the form of 
petrodollars (the rise in prices for "black gold" on the world market in 1973). Instead 
of the course on pulling up the group B, there was the course for the elimination of 
deficits of a number of consumer goods at the expense of imports. 


From 1985, a period of purposeful destruction of the economy began under the sly 
slogan of perestroika. The rapid transition from state capitalism to another model of 
capitalism, which can be equally called private-proprietary, bandit and comprador 
capitalism, began. 


On the human factor and the higher goals. 


Let us return to the subject of Stalin's economy. The efficiency of its functioning 
depended not only on how consistently the leaders of the national economy adhered 
to the above-mentioned principles of the Stalinist economy. It depended to an even 
greater extent on the readiness of society and its individual members to participate in 
the implementation of Stalin's economic plans. Stalin was well aware of this, which is 
why in his time he formulated the threefold task of building communism. It included 
the following tasks: a) the full development of productive forces, the creation of the 
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material and technical base of communism; b) the improvement of production 
relations; c) the formation of a new man. The principles of the Stalinist economy 
discussed above describe the production relations, which were necessary at that 
historical juncture for the advancement of the country toward communism. The task 
of forming a new man was comprehended by Stalin and his entourage much less 
than the first two components of the triune task. It was not only the order, but also in 
the priority, it was in third place. 


However, the third task in the time of Stalin did a lot. The task of forming a new man 
was subordinated to the activities of the Soviet media, culture, science and literature. 
The problem was that the understanding of the new man was built on the 
methodological foundations of Marxist materialism. In any case, in Marxist schemes, 
the human being was not a goal, but a means. Such a means, which was often also 
referred to as the human factor. It was the factor of production, the labor force, the 
labor resource. 


By the mid-1950s, there appeared a refined formula of the main economic law of 
socialism which defined the goal of socialist economy: "Ensuring the welfare and all- 
round development of all members of society through the fullest satisfaction of their 
constantly growing material and cultural needs, achieved through continuous growth 
and improvement of socialist production based on scientific and technological 
progress. Marxism could offer no higher (above all, spiritual) goals, because it is 
pure materialism. There was, however, one higher, political goal in the 1920s. It was 
to "fan the flames of world revolution. 


But, firstly, in Stalin's time this goal is not remembered (Trotsky and his idea of 
permanent revolution was expelled from the country, and the Soviet Union took a 
course on the construction of socialism in a single country). Secondly, it is not 
possible to "untwist" the Russian man on the idea of a world revolution in any case. 


About Stalin's economy and the higher goals. 


During Stalin's time, much was done to ensure that the citizenry of the Soviet 
country could fit into the model of Stalin's economy as much as possible. There is 
talk of supposedly forcibly "shoving" him into this economy. Yes, at first it was. | 
mean the voluntary and forced collectivization of the peasantry. But coercion alone 
will not get you very far. A slave cannot be an efficient worker. From the mid-1930s, 
Stalin's policy was to raise the status of the man of labor in every way possible. 
Material encouragement of labor was supplemented by moral incentives. Socialist 
competition (as the antipode of capitalist competition) appeared. The (national) 
Stakhanov movement swept the country in the 1930s. The Titles "Hero of Socialist 
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Labor", "Honored Worker", etc. were introduced. Educational work aimed at 
strengthening labor discipline was carried out at all levels, forming a sense of 
collectivism, mutual assistance, careful attitude to socialist property, etc. The fight 
against vagrancy was waged. By the way, consistent struggle of the state with 
different manifestations of wealth, luxury, and illegal incomes also strengthened 
people's belief in social justice and acted as an incentive to labor. 


Property differentiation in society was very moderate and was determined primarily 
by a person's labor participation in the economic life of the country. Back in the mid- 
1950s the coefficient of income differentiation of the population (the gap between the 
richest 10% and the poorest 10%) was 3.28. Incidentally, in 1998, according to 
Rosstat, (statistics) it was already equal to 13.8; in 2007. - 16,8. Many experts, 
taking into account the shadow economy, believe that the real gap reaches 25-40 
times. Obviously, the current gigantic gap in property status acts as a negative 
incentive for productive labor. 


Creative work was encouraged in every possible way. A movement of innovators 
and inventors emerged, involving not only engineers and technical intelligentsia, but 
also millions of ordinary workers. 


Stalin was able to greatly increase the labor activity of Soviet man, and the methods 
of coercion here played a subordinate role. The Soviet people accepted the Stalinist 
model (albeit not immediately), because it had a goal that went beyond the economy. 
This supra-economic goal was the protection of the country from foreign aggression. 
Already after Stalin's death, he who left the Soviet people a "nuclear shield", the 
sense of external threat began to recede into the second and even third plan 
(although the West declared a "cold war" on us). At the forefront were the economic 
objectives arising from the above-mentioned basic economic law of socialism. But 
here is the paradox: economic goals do not consolidate, do not mobilize people, do 
not reveal their creative potential, but, on the contrary, divide, relax and deprive the 
creative creativity. The latter is replaced, at best, by the so-called entrepreneurship. 
With economic goals, Stalinist economy cannot work, it is doomed to die and be 
replaced by various variants of the market economy model. 


Can we return to the Stalinist economy? - We can, if we formulate supra-economic, 
higher goals. Such goals are in the air today. Now, perhaps the most important thing 
is for someone to articulate these goals in a loud voice and for them to be heard by 
the people. We not only can, we must return to the Stalinist economy. We should not 
delude ourselves: the market economy will doom Russia. 
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CHAPTER 2. ON THE "ECONOMIC MIRACLE" OF THE SSR. 


In the first chapter, | noted that for part of the Soviet period, there was a special 
model of the economy in the USSR, which can be called the Stalinist economy. 
There were at most three decades during this period, from the late 1920s to the late 
1950s. 


About the three periods of the "economic miracle. 


This period of the so-called economic miracle is unique in terms of both domestic 
and world experience in organizing the economy. For some reason so far in the 
textbooks mostly write about the Japanese, German, South Korean "economic 
miracle", passing over in silence the Soviet "economic miracle". But today in the 
conditions of our Russian economic ruin and in search of ways to overcome it more 
and more often people remember, write, reflect on this period of the Soviet history. 


About the "economic miracle" of the USSR. 


This period can actually be divided into three segments: 

1) 1929-1941. - Industrialization (the 1930s); 

2) 1941-1948. - War and postwar reconstruction (arbitrarily: the 1940s); 
3) 1949-1956. - Peaceful development (conditional: 1950s). 

In each period, the "economic miracle" manifested itself in a different way. 


The "economic miracle" of industrialization. In determining the 
chronological framework of industrialization, most authors assume that it began with 
the start of the first five-year plan and ended June 22, 1941. Not so firstly because 
industrialization continued in the postwar years. Some authors link its end with the 
death of Stalin in 1953. Some authors believe that it ended in the 1960s, when the 
share of industry in gross domestic product of the USSR was equal to the 
economically developed countries of the West. Second, we should also keep in mind 
the preparatory period, which began in 1925, when the XIV Congress of the CPSU 
(b) decided on industrialization. 


Incidentally, this decision was provoked by the West, or more precisely, by the 
newly adopted "Dawes Plan". In Stalin's report to the Congress, this plan was one of 
the main topics. The plan was proposed by the United States (specifically Secretary 
of State Dawes). The purpose of the plan was to assist Germany in the payment of 
reparations, as defined by the Versailles Peace Treaty. And to assist in this way, was 
to... for The Soviet Union. Through trade with the Soviet Union and other Eastern 
European countries as agrarian economies, Germany was to earn 130 billion gold 
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marks. Stalin ironically noted in his report that no one discussed this plan with the 
"master", i.e., the Soviet Union, it was seen as an agrarian appendage of Europe. 
The conclusion of this whole story for the Bolsheviks is one: the USSR must 
transform itself from an agrarian country into an industrial power as soon as 
possible. By the way, at this congress Stalin had already begun to fight with some of 
the party and state officials who were hindering the industrial development of the 
USSR. Among them - the then People's Commissar of Finance G. Sokolnikov, who 
advocated the earliest possible filling of the domestic market with imported goods. 
Stalin said: "| want to say that here Comrade Sokolnikov acts, in fact, as a supporter 
of the dowerization (giving the rights of the weaker over to the stronger) of our 
country... To abandon our line is to depart from the task of socialist construction, is to 
rise to the point of dauerization of our country. 


1 XIV Congress of the All-Union Communist Party (Bolsheviks) 
December 18-31, 1925. Verbatim Report. - MOSCOW - L., 1926. - C. 
488. 


However, this was only a general "statement of intent". For more than three years 
there were debates and discussions about priorities, forms and methods, and the 
pace of industrialization. For example, V. Bazarov, V. Groman, and N. Kondratyev 
believed that industrialization should be carried out taking into account market trends 
- without rigid, binding plans. All that was needed were some kind of Gosplan 
guidelines developed on the basis of a forecast (indicative planning). G. 
Krzhizhanovsky, V. Kuibyshev, and S. Stumilin held a different view: we need long- 
term goals and priorities of industrialization, the implementation of which should be 
based on strict planning discipline (directive planning). Discussing with V. Groman 
and his associates, S. Strumilin said: "It seems to us that our prospective plan must 
give not the sum of predictions, but a system of economic policy, i.e. a system of 
economic objectives and predictions expressed in numbers. 


Trotsky advocated a super-high rate of industrialization, which could be achieved at 
the expense of "super-exploitation" of the peasantry. This view was also shared by 
the economist E. A. Preobrazhensky. Bukharin, in turn, accused Preobrazhensky 
and the left-wing opposition that supported him of imposing military-feudal 
exploitation of the peasantry and internal colonialism. He advocated a gradual, 
organic transformation of the economy, stretched over decades. 


At the 15th Congress of the All-Union Communist Party (Bolsheviks), which took 
place in December 1927, adopted the "Directives on compiling the first five-year plan 
for the development of national economy of the USSR", in which the Congress spoke 
out against super-industrialization: the growth rates should not be maximum, they 
should be planned so that there would be no failures. The draft of the first five-year 
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plan (October 1, 1928 - October 1, 1933), developed on the basis of the directives, 
was approved in April 1929 at the XVI Conference of the All-Union Communist Party 
(Bolsheviks) (April 1929). This plan was more intense than the previous drafts. In 
May 1929 it was approved by the Fifth Congress of Soviets of the USSR as a binding 
law. Development, discussion and approval of the first five-year plan were held under 
the direct supervision of the Secretary General of the Central Committee of the 
CPSU (b) I.V. Stalin. This plan was called the Five-Year Plan of the Great 
Breakthrough. 


During the years of industrialization the material and technical base of the Soviet 
economy was created almost from scratch, which already in the second half of the 
1930s placed the USSR in second place in the world (after the United States) for 
most industrial products. An unprecedentedly high rate of accumulation (the share of 
the gross social product going to the creation of basic production assets) was 
achieved - according to some estimates, over 50% of GDP. 

In the 1930s, construction of about 1,500 facilities was launched, 50 of them 
absorbed almost half of all capital investments. A number of giant transport and 
industrial buildings were erected: Turksib, Dnieper hydroelectric power station, 
metallurgical plants in Magnitogorsk, Lipetsk and Chelyabinsk, Novokuznetsk, 
Norilsk, as well as Uralmash, tractor plants in Stalingrad, Chelyabinsk, Kharkov, 
Uralvagonzavod, automobile plants GAZ, ZIS (later - ZIL), etc. 


Totally up to 1940, about 9 thousand enterprises were built, a unified national 
economic complex was formed, a powerful defense industry was created, a large 
number of twin plants were built beyond the Urals, the economy was completely 
oriented on domestic resources, etc. It is noteworthy that the Soviet economy was 
not burdened with foreign debt. Industrialization took place in the face of a tight 
blockade and opposition from the West. Here are just a few figures that give an idea 
of the industrial "breakthrough" of the USSR: in 1940, compared with 1913, the gross 
industrial output was increased by 12 times, electricity production - by 24 times, oil 
production - by 3, iron production - by 3.5, steel - by 4.3, production of machines of 
all kinds - by 35 times, including metal-cutting - by 32 times. 


Of course, industrialization required an incredible effort of all forces. During the first 
five-year plan, ration cards were introduced (then abolished in 1935). In the 1930s, 
the standard of living of the people rose, but, of course, not to the same extent as the 
growth of production indicators. In some years there was an increase in the cost of 
production (production costs) for certain types of products. The State Bank of the 
USSR sometimes had to turn on the "printing press" (to issue unsecured money to 
cover budget deficits). There was some lag between the production of consumer 
goods and the money supply, and consumer prices rose, although against the 
background of inflationary price increases in a number of Western countries it looked 
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quite moderate. The achievements of Soviet industrialization looked particularly 
impressive against the backdrop of the economic crisis that the West had 
experienced since the late 1920s and from which it had not managed to escape until 
the outbreak of World War Il. 


By the way, one should not think of industrialization as a purely economic 
phenomenon. At the same time, social developments were taking place. It was in the 
1930s that the foundation of socialism was completed, which was enshrined in 
Stalin's constitution of 1936. In the course of industrialization, man himself was 
changing, and society was being consolidated on the basis of common goals and in 
the process of common labor. This is how Dmitri Verkhoturov describes the years of 
industrialization: "For all that the people often feuded with the Party, and society in 
the USSR many times balanced on the verge of open armed struggle, nevertheless, 
construction carried the people away. An undertaking which exceeds the possibilities 
of one's own hands millions of times over, which requires the highest exertion of 
intelligence, ingenuity and skill, captivates and puts contradictions into the 
background. At all major construction sites, without exception, the working mass was 
gradually infected with labor enthusiasm, made record output and outstanding 
achievements... "1 


1 Dmitry Verkhoturov. Stalin Against the Great Depression. Anti-crisis policy of the 
USSR. - M., 2009. - C. 7. 


The "economic miracle" of military victory and post-war reconstruction. 


The "economic miracle" of the 1940s manifested itself in the fact that the USSR 
was able to win the Great Patriotic War and in an incredibly short time to restore the 
economy destroyed by war. At the same time, surprisingly, for a number of types of 
industrial products the decline in production during the war was minimal. Even more 
surprising is that the cost of production of almost all types of products was reduced, 
including military products. Previously, all world experience had shown the opposite: 
during wars the cost mechanism was turned on, the prices for weapons, ammunition 
and equipment could only rise. The financial system was not deficient for the first 
three years (1941-1943), but in the last two years of the war and during the years of 
reconstruction the state budget was already in surplus. During the war the USSR did 
not incur any large foreign debt. How this all contrasts with the countries of the West! 
Even in the United States during the war years, the federal budget deficit increased 
sharply and the national debt. 


In 1946, the national debt exceeded 120% of GDP. The rise in consumer goods 
prices in the USSR was moderate. Of course, there was a decline in the standard of 


2A 


35 


living of the people, but, as in other warring countries, people were saved from 
hunger by the card ration system. 


There are some skeptics and enemies of our country who say that the economy of 
the USSR survived the war years thanks to the American lend-lease program. It 
should be noted that the total value of lend-lease supplies was 11 billion dollars. It 
was military equipment, ammunition, cars, clothing and food. But, by the way, the 
population of our country contributed to the Defense Fund various valuables (not 
counting money) to the amount of 17.8 billion rubles, which is comparable with the 
volume of the Lend-Lease. Here is the opinion of Nikolai Voznesensky, then 
chairman of the USSR State Planning Committee: "If we compare the size of the 
Allies' industrial supplies to the USSR with the size of industrial production at Soviet 
socialist enterprises over the same period, it appears that the share of these supplies 
in relation to domestic production during the war economy was only about 4%. 


1 Voznesensky N. The Military Economy of the USSR during the 
Patriotic War. - M., 1948. 


| do not want to go to extremes by saying that the lend-lease did not help us during 
the war. Of course it helped. Without it, of course, the number of casualties would 
have been higher, and the war would have dragged on for longer periods. But in the 
opinion of the Soviet commissars of that time (during the war), the USSR would have 
been able to break the back of Hitler's Germany on its own. 


1 However, the Lend-Lease was not America's unselfish help. As part of the 
agreement with Washington, there was a reverse lend-lease from the USSR. The 
Soviet Union sent to the United States 300,000 tons of chrome ore, 32,000 tons of 
manganese ore, large quantities of platinum, gold and timber as return (counter 
deliveries). This is how U.S. Secretary of Commerce John Jones assesses this 
relationship: "With supplies from the USSR we not only got our money back, but also 
made a profit, which was far from common in trade relations regulated by our 
government. 


2 "On Stalin's Planned Economy” (http://(www.kpe.ru/sobytiya-i-mneniya/ocenka- 
sostavlyayuschih-jizni-obschestva/ekonomika/2080-0-planovoi-economike-stalina). 


As a result of hostilities and occupation during the Great Patriotic War, 1,710 cities 
and towns (60% of their total number), over 70,000 villages and hamlets, about 
32,000 industrial enterprises were completely or partially destroyed. The invaders 
destroyed production facilities for melting 60% of prewar steel, 70% of coal, 40% of 
oil and gas, 65 thousand km of railroads, 25 million people lost their homes. Greatest 
damage was done to the agriculture of the Soviet Union. See: Kumanev G. Stalin's 
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commissars talk. - Smolensk, 2005. There were destroyed 100 thousand collective 
and state farms, 7 million horses, 17 million heads of cattle, 20 million pigs, 27 
million heads of sheep and goats were slaughtered or driven away to Germany. 
During the war the country lost about 1/3 of its national wealth. No economy in the 
world could withstand such losses. But another "economic miracle" happened. In 
most economic indicators, the USSR reached the pre-war level even in 1948. It is 
noteworthy that we did not wait for the war to end before starting the reconstruction, 
which began during the war. In the reconstruction process was used a truly 
innovative, not used before in any country in the world, a comprehensive approach. 
Gosplan transferred to the development of quarterly and especially monthly plans, 
taking into account the rapidly changing situation at the front. At the same time 
reconstruction began literally behind the back of the army in action. 


It took place right up to the front-line areas, which not only helped to accelerate the 
revival of the economy and the national economy of the country, but was also of 
great importance for the fastest and least costly supply of the front with everything 
necessary. 


It should also be borne in mind that the foreign policy conditions for the economic 
recovery of the USSR were not very favorable. While President F. Roosevelt was 
alive, the relations of the main allies in the framework of the anti-Hitler coalition were 
quite constructive. Between Stalin and F. Roosevelt there were even some 
agreements on the organization of the postwar world order, including financial and 
economic. In 1944 in Bretton Woods (USA) there was an international conference on 
the structure of the world monetary system, and the USSR participated in its work. At 
the end of the war, Stalin and Roosevelt reached a preliminary agreement that the 
U.S. would provide the Soviet Union with interest-free loan (from 6 to 10 billion 
dollars) for economic recovery. But these plans were not fated to take place: in April, 
F. Roosevelt passed away. 


In 1946, W. Churchill made his anti-Soviet speech in Fulton, after which the "cold 
war" of the West against the USSR began. In the U.S. a new president, H. Truman, 
came to the White House, under whose leadership plans for nuclear strikes against 
the Soviet Union were being prepared. In 1949 the Western countries under the U.S. 
aegis created the military-political organization NATO, the spearhead of which was 
directed against the USSR. Consequently, our state, even in the recovery period, 
had to spend a lot of money on defense, especially on the creation of a nuclear 
bomb (it was created and tested in 1949). 


Incidentally, the United States was involved in the economic recovery of Western 


Europe through the Marshall Plan (in all, from 1948 to 1952. Britain, France, Italy 
and Germany received about 10 billion dollars). Naturally, the USSR was not among 
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the recipients of this assistance. Nevertheless, the restoration of the economies of 
such countries as Britain, France and Italy ended several years later than in the 
USSR. At the end of 1947 in our country ration cards were abolished. But in Great 
Britain the cards lasted until 1953. 


The "economic miracle" of peacetime. 


Only part of this period occurred during Stalin's lifetime. The "Stalinist economy" 
lasted for several years after his death. Khrushchev essentially used Stalin's legacy 
and attributed the successes of economic construction to himself. These successes 
were quite tangible (we will tell you about them later). They created a sense of 
euphoria in Khrushchev and prompted him to proclaim a Program of Building 
Communism by 1980 (at the 22nd Congress of the Komsomolskaya Communist 
Party). But if Khrushchev had only made use of the inheritance he had received... 
Unfortunately, he made a significant contribution to the destruction of the Stalinist 
economy. 


The first acts of destruction took place in the second half of the 1950s. It all began 
with the twentieth Congress, where in a private report, N. Khrushchev engaged in 
debunking the cult of personality. However, it was not only an attack on the 
personality of Stalin. In fact, the report marked the beginning of the dismantling of the 
Stalinist economy. A year later, in 1957, Khrushchev dealt a blow to the so-called 
anti-party group - Stalin's closest associates, who had practically participated in 
building Stalin's economy and who did not agree with the decisions of the 20th Party 
Congress. The group included: V. M. Molotov, L. M. Kaganovich, G. M. Malenkov, K. 
E. Voroshilov, N. A. Bulganin, M. G. Pervukhin, M. Z. Saburov and D. T. Shepilov, 
who joined them. They were removed from the management of the economy, the 
state, and the party. 


By the way, the experience of economic construction in the USSR confirmed the 
correctness of Stalin's theoretical position on the possibility of building socialism in a 
single country. This provision of Stalin was not abstract. It was not about some 
abstract country. It is clear that such a victory could not take place, for example, in 
Belgium or Spain. Stalin was referring specifically to Russia and only Russia, with its 
vast territory, rich natural resources, a unique history and culture. Let us elaborate on 
the third period of Stalin's economy (1950s). 


The 1950s - the period of intensive development of the economy 
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This period is interesting because by this time the material and technical basis of 
the Stalinist economic model had already been created. The functioning of this 
model was not affected by such an extraordinary (and, so to speak, distorting) factor 
as the war. Although the "Cold War" continued to complicate our lives. In the 1950s, 
the Stalinist economic model was able to demonstrate its potential in its most "pure" 
form. It is enough to cite the data on the dynamics of labor productivity in industry in 
the USSR by five years (Table 1). Of course, the data are expressed in monetary 
terms and may be overstated for some periods (especially after 1965). Nevertheless, 
the table reflects general trends and allows us to see that the 1950s and especially 
the first half of the decade in question stand out against the general background. 


Table 1. Labor productivity growth rates in the industry of the USSR in the period 
1940-1990 by five-year period (in per cent to the beginning of the period taken as 
100) for the following periods: 

1940-1945 - 114 percent; 
1950-1955 - 148 percent; 
1955-1960 - 138 percent; 
1960-1965 - 126 percent; 
1965-1970 - 132 percent; 
1970-1975 - 134 percent; 
1975-1980 - 117 percent; 
1980-1986 - 117 percent. 

Sources: National Economy of the USSR in 1975. - C. 112; People's economy of the 

USSR in 1985. - C. 37. 


The well-known expert on the economic history of the USSR G. |. Khanin compares 
the Soviet economy of the period of 1950th with the previous and the following 
periods of the economic development of the USSR. Here is the main conclusion of 
G.I. Khanin: "The period of 1951-1960’s was the most successful in the development 


of the Soviet economy "". 


He notes that until 1950s the leading factors in the development of Soviet industry 
were extensive, in 1950s it shifted to intensive development. USSR GDP more than 
doubled in the 1950s (over 100% growth). At the same time, fixed capital assets 
grew by only 70% (and all fixed assets showed an even smaller increase). But in the 
prewar period, GDP grew much slower than the growth of fixed assets. Finally, in the 
1950s the material intensity of national economic output declined markedly, while 
before the war and in the 1940s it had grown considerably. "It was not until the 
1950s that the growth of labor productivity in industry gathered rapid momentum and 
labor productivity became no less (and at times more) powerful than the growth in 
the number of workers and employees. In the 1960s, extensive factors again 
prevailed, above all the growth in the number of workers and employees. Meanwhile, 
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the decisive turn to expansion took place just in the eighth five-year plan "*. Let us 
continue our examination of the third period of the Stalinist economy by comparing 
the USSR of the 1950s with the countries of capitalism. 


1 Khanin G.I. Dynamics of the economic development of the USSR. - Novosibirsk, 
1991.-C. 184. 


2 Ibid. - C. 148, 149. 


The "economic miracle" of the 1950s against the background of the countries of 
capitalism. 


| borrow most of the facts and figures from G. |. Khanin's article "The Fifties, The 
Decade of the Triumph of the Soviet Economy," as well as from his book "The 
Dynamics of Economic Development in the USSR. Khanin's tables are based on 
national and foreign statistics, as well as his own calculations. Perhaps it was this 
author who most clearly and explicitly showed the specifics of this period of Stalin's 
economy. 


Table 2. Dynamics of GDP in the USSR and other leading countries of the world in 
1950-1960. (in per cent relative to the beginning of the period, taken as 100): 
Countries: USSR, U.S., U.K., France, FRG, Japan; for periods: 
1951-1955; 1956-1960; 1951-1960, (last 10 year) respectively. 


USSR: vaumtiemcen WOOF sixtlacanne LAS. wie sasave 244 - percent. 
Us aa intiemveta ines VAs iescaistses WOT seawecs 133 - percent. 
United Kingdom: ...115; ........... TO sks. wolces 127 - percent. 
FIANCE? swale 1243 woccsccees 1273 wo. 158 - percent. 
Germany: ...........-- VBA Gece autianen WAS sawiarnes 217 - percent 
Japan: wn... ee. 1433 ..,,555555. 1773 «355555. 253 - percent 


In terms of GDP dynamics, during the entire ten-year period (1951-1960) the USSR 
was in second place among the six leading countries of the world, second only to 
Japan (Table 2). Moreover, the gap with Japan was minimal. As G.I. Khanin rightly 
notes, the comparison of the USSR with Japan is not entirely correct, since the 
Soviet Union had already completed postwar economic recovery by the early 1950s, 
while Japan was only in the most active phase of such recovery (it is believed that 
recovery lasted until the end of the 1950s). During the periods of post-war recovery, 
economies always show high dynamics, because they are counted from low baseline 
values of economic indicators. If we take only the first half of the 1950s, it turns out 
that the USSR had the highest GDP growth rate among the six countries. Of course, 
this only proves the advantages of the Stalinist economy, which had not yet had time 


2Q 


40 


to undergo any restructuring and reforms. In the second half of the 1950s, the GDP 
growth rate was lower than in the first half. We will discuss the reasons for this later. 


Special attention should be paid to the fact that in terms of GDP growth rates such 
countries as the USA and Great Britain, the very countries that had declared the 
Cold War to the Soviet Union, were lagging behind the USSR to the greatest extent. 
The Soviet Union did not yet have military parity with the United States and NATO, 
but the gap was narrowing. Thanks to its powerful economy, the USSR was rapidly 
building up its defense potential. In 1949 the first atomic bomb was tested, and the 
U.S. monopoly on nuclear weapons was broken. The Soviet Union created a 
hydrogen bomb even earlier than the U.S. In 1953 the production of atomic 
submarines was launched. Soviet design bureaus in this period created supersonic 
fighters and jet bombers. The first intercontinental ballistic missile was created in 
Korolev's design bureau in 1955. 


The development of nuclear energy and space exploration was accelerated. In 
1954 the first nuclear power plant in the city of Obninsk was put into operation. In 
1959 the atomic icebreaker "Lenin" was launched. In 1957 the first artificial Earth 
satellite was put into orbit. In 1959 the first multi-stage space rocket was launched 
toward the Moon. Preparations for the launch of a man into space began. 


Table 3: Dynamics of industrial production in the USSR and other leading countries 
of the world in 1950-1960. (in relation to the beginning of the period taken as 100). 
Countries: USSR, United States, United Kingdom, France, Germany, Japan; 
for periods: ...... 1951-1955, 1956-1960, 1951-1960, respectively: 


USSR - ww. TOE an betcune ss 150,......... 228 - percent. 
Wii Aarau cides: 124, cccscsene WN wink eccises 145 - percent. 
ses saceuaneeion 120 0s esac AB yess sa tet 135 - percent. 
France i xcts cusses 132,......00 136,......... 180 - percent. 
GERMANY. ........ 182,.......... VSO yaninnled was 242 - percent. 
JAPAN: cerccccsversaness Calg Perens 220s tessves 476 - percent. 


In terms of the dynamics of industrial production, within the framework of the whole 
decade the Soviet Union was in the third place among the six countries, after Japan 
and Germany (Table 3). 


Again, there was a strong lagging behind the USSR in industrial dynamics of such 
countries as the United States and Great Britain. G. |. Knanin believes that the 
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values of industrial indicators for the USSR are somewhat understated. Due to 
secrecy, the Soviet statistical office did not provide data on military industry. And it 
appears to have developed more dynamically than civilian industry. Most likely, the 
real growth rate of industrial production in the USSR was no lower than that of the 
FRG. Khanin uses some indirect evidence for this thesis. For example, in 1950, 
industrial electricity consumption in the USSR was 210% relative to the level of the 
FRG; in 1960, this ratio increased to 249%. 


Table 4: Changes in labor productivity in industry in the USSR and other leading 
countries of the world in 1951-1960. (as a percentage of the beginning of the period 
taken as 100)* Same countries, 
for the same periods: 1951-1955, 1956-1960,1951-1960 -- respectively: 


WISSRE icientiineiini: 1 eee VO es edeaates 146. 
SAS sccavevee sien ctasesanes 118,......... i: eee 134. 
United Kingdom: .......... WA Vig ceend ahs 110, ......... 122. 
FYANCG: scniinianteetsnnt 126 ya cniwnins 126,......... 159. 
GERMANY. ................55 1 25 PEE 10210 eee 153. 
SUNS eas lots sates devas 192,....... no data, ....... n.d. 


* The figures of labor productivity dynamics contained in this table differ from those 
in Table 1 (official data of the Goskomstat of the USSR). Let me remind you that 
Table 4 is borrowed from the works of G. Khanin and is based on other sources. 


In the popular literature there is an opinion that in the 1950s the Soviet economy 
was indeed developing dynamically, but this was achieved exclusively at the 
expense of extensive factors, primarily, at the expense of the involvement of 
additional labor in production - as it was in the 1930s, when industrialization was 
carried out and millions of workers came from the village to the construction sites 
and cities. But this was not the case. While GDP grew by more than 100 percent, the 
number of people employed grew by only 22 percent during the 1950s. Thus, labor 
productivity growth accounted for more than 80 percent of GDP growth, whereas 
before the war it was less than half. According to Hanin's calculations, among the six 
countries in the 1950s, the USSR was in fourth place in terms of industrial 
productivity growth, although there is no data on Japan, but it is clear that its rate 
was higher than that of the USSR (Table 4). Again, if one takes into account that the 
statistical data on industrial dynamics are understated (military industry is not 
included), then it is possible that the USSR could have had a growth rate of 
productivity in industry no worse than that of France and Germany. In any case, the 
USSR was clearly ahead of its main geopolitical adversaries-the United States and 
Great Britain. 
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The "economic miracle" of the 1950s: finance and prices. 


A sensitive indicator of the general state of the economy is its finances and prices. 
The state budget of the USSR in the 1950s had a constant excess of revenues over 
expenditures (surplus). In1950. (the last year of the fifth decade) budget revenues 
were equal to 427.8 billion rubles, and expenditures - 413.2 billion rubles. Thus, the 
surplus was 9.6 billion rubles. In 1953, these figures were equal, respectively (in 
billion rubles): 5389.8; 514.7; 25.1: in 1955 - 564.2; 563.5; 0.7. And this is against the 
background that the budgets of the U.S., Britain and other Western countries were in 
deficit. There was a constant depreciation of the monetary units of the Western 
countries, there was a constant inflationary rise in prices. The Soviet ruble was 
becoming stronger, and its purchasing power was increasing. All this was expressed 
in a periodic reduction of retail prices, which for the world economy of the twentieth 
century was an unprecedented phenomenon. Strictly speaking, the decline began in 
the previous period, which we called the period of the 1940s. 

Despite the fact that we lost 26.6 million people, and our "allies" in total - less than a 
million, the Soviet Union was the first to cancel the food ration cards - already in 
1947. During the monetary reform and abolition of the card system in December 
1947 were abolished high prices of commercial trade and introduced a single 
reduced state retail prices for consumer goods. 


This was the first phase of price reductions in mass consumption goods. The 
decline in prices during the first stage led to a reduction in the price of mass 
consumption goods throughout the state retail trade during the next year, in 1948, by 
at least 57 billion rubles. This amount represented a net loss for the state budget (the 
main source of budget formation was the turnover tax, the total volume of which 
depended directly on the level of retail prices). This loss had to be covered, and it 
was indeed covered later by the government due to the growth of labor productivity, 
the rise in the production of consumer goods, the reduction of production costs. This 
reduction in prices was a net gain for the population. But it could not stop there. The 
reduction of prices of goods through the state retail trade had to cause the same 
reduction of prices in the collective-farm and cooperative market. The share of 
collective-farm and cooperative goods in the total mass of goods sold to the 
population during the year is about 33%, so the result was that the reduction of 
prices for goods of collective-farm and cooperative trade made these goods cheaper 
by at least 29 billion rubles. Consequently, the population benefited from the 
reduction of prices in all sectors of retail trade during the year only about 86 billion 
rubles. This means that as a result of the lower prices during the first stage the 
purchasing power of the ruble was significantly increased, the purchasing power 
parity of the ruble in relation to foreign currencies was increased, and the real 
incomes of the workers were seriously increased. 
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On March 1, 1949 the second planned reduction of retail prices in the state trade 
began with an annual effect of 48 billion rubles and an additional effect in the 
collective-farm and cooperative trade in the amount of 23 billion rubles. Thus, the 
total annual effect amounted to 71 billion rubles. 


From 1949 to 1953 there were annual reductions in retail prices, this occurred in 
March or April. After the fifth reduction, made in 1952, the price level for mass 
consumption goods was half that of the fourth quarter of 1947. 


The sixth reduction was the largest; it occurred on April 1, 1953, i.e., after Stalin's 
death. However, the main parameters of the reduction were agreed with him. The 
reduction of prices gave a direct benefit to the population in the sector of state trade 
in the amount of 53 billion rubles per year. 


The reduction of retail prices for consumer goods under Stalin strikingly contrasts 
with the growth of prices for similar goods in the developed countries of the West 


(Table 5). 


Table 5. Price increases (in percentages) for certain foodstuffs(1947 = 100) in the 


United States, Britain, and France in 1952. - respectively: 
Bread: 128, 190, 208. 
Meat: 126, 135, 188. 
Butter: 104, 225, 192. 
Sugar: 106, 233, 370. 


Source: (dead link) 


After that, there were only "routine" reductions on individual commodities. For about 
a decade retail prices in the state trade held steady. After the 1963 crop failure, food 
commodity shortages arose and prices were substantially increased. There were no 
major comprehensive reductions of retail prices in the USSR after 1953. 


We emphasize again that the basis for lowering retail prices was an increase in 
labor productivity and a reduction of production costs. There was an anti-cost 
mechanism in the Stalinist economy in the sphere of production. It did not take shape 
at once. During the first Five Year Plan (1929-1932) there was even an increase in 
the cost of industrial production by 2.3%. In the years of the second five-year plan 
(1933-1937) there was a decrease by 10.3%. In the peaceful years of the Third Five- 
Year Plan (1938-1940) it remained unchanged. In the Fourth Five-Year Plan (1946- 
1950) the cost of industrial production decreased by 17.0%. And in the fifth five-year 
period (1951-1955) a record reduction by 23.3% was achieved. Perhaps here lies 
the root of all other successes of the USSR in the 1950s. In the previous five-year 
periods, the anti-cost mechanism of the Soviet economy was created and reached its 
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full capacity. There had never been such a mechanism in the world before. However, 
it did not come later in the USSR. It makes sense to become better acquainted with 
this mechanism. 


And about the prices in the Stalinist economy. 


Stalin planned, after several annual reductions in retail prices, to make some vital 
products free of charge. And not in the long term, but in the medium term. We are 
talking primarily about such a product as bread. The book "140 conversations with 
Molotov," by Felix Chuev, contains the following story: "Before the first postwar 
session of the Supreme Soviet, one of the marshals, Vasilevsky | think, asked him 
how he imagined communism? "I believe," said Stalin, "the initial phase or first stage 
of communism will practically begin when we begin to distribute bread for free to the 
population. And then, | think, Voronov asks: "Comrade Stalin, how - for free bread, 
it's an impossible thing!" Stalin led us to the window: "What's there?" - "The river, 
Comrade Stalin." - "Water?" - "Water." - "And why isn't there a queue waiting for 
water? You see, you didn't even think that we might have such a situation with bread 
in our state." He walked around and walked around and said, "You know what, if 
there are no international complications, and by that | only mean war, | think it will 
come in 1960." (recorded on December 2, 1971). 


The basic elements of the Stalinist economy. 


Above | have already given the most general description of the Stalinist economic 
model. | will try to enumerate succinctly its most significant elements. 

1. The aim and end result of the economy is the fullest possible satisfaction of the 
needs of all members of society for vital goods and services, unlike the capitalist 
economy, where the aim and end result of any economic activity is monetary profit 
appropriated by a narrow group of persons who are owners of capital. 

2. Labor is the only source of the social product (wealth) created. Consequently, 
citizens are entitled to receive only labor income. Income from such a factor of 
production as capital in the form of means of production (profit, entrepreneurial 
income) is illegal. Similarly, income from the ownership of natural resources (rent) 
and monetary capital (interest on loans) is illegal. 

3. Accordingly, the means of production, natural resources, and banking are owned 
by the state; private ownership of these factors of production is not permitted. 
Neither the means of production, nor land and other natural resources, nor money 
can be a commodity. 

The absence of private ownership of the factors of production and a focus on profit 
as the goal of economic activity creates the conditions for the elimination of 
competition between enterprises. Thus the conditions for wasteful, unproductive use 
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of resources inherent in capitalist competition are eliminated. Instead of competition, 
socialist competition is encouraged. Material incentives to work are supplemented by 
moral ones. Great attention is paid to increasing the creativity of labor activity (e.g., 
the creation of a movement of innovators and inventors). 

5. The integral result of functioning of the economy (final product) is owned by the 
state, which organizes its distribution between members of society according to labor 
and according to needs. Distribution according to labor is carried out through wages 
and retail trade. 

6. Distribution according to needs bears the beginnings of communist distribution 
and is carried out through social consumption funds. These funds finance education, 
medicine, and housing. Anyone can get any kind of education, apartments are 
allocated according to the number of family members, not by labor. Medical care is 
free, anyone is entitled to the most expensive operation, etc. As socialist 
construction progresses, the role of distribution according to need intensifies. 

7. State planning and centralized management of all branches of the economy are 
carried out in order to maximize the effect of productive activities. If under capitalism 
the regulator of proportions of distribution of factors of production (including labor) 
and prices for them is the law of value, in the socialist economy — it’s the plan. 

8. In state planning, the key indicators are natural (physical), value indicators play a 
subordinate role. 

9. The Stalinist economy is a complete set of interrelated industries producing the 
widest range of goods and services, both final and intermediate purposes. We are 
talking about the national economic complex. 

10. Final products - goods and services intended for personal consumption. 
Intermediate products are all that is necessary for the production of final products: 
raw materials, electricity, primary energy, machinery, equipment, vehicles, 
components, assemblies, and semi-finished products. In addition, the economy 
creates military products (weapons, ammunition, military equipment). The production 
of intermediate and military products is given special attention, given the hostile 
capitalist environment and the need to strengthen the country's economic and 
military security. Taking into account the specific historical situation, the principle of 
outstripping the development of groups of industries A (production of means of 
production, intermediate products, including military products) in relation to group of 
industries B (production of consumer goods) applies. 

However, as the USSR's position in the world strengthens, there should be an 
increasing convergence in the rates of development of both groups of the economy. 


11. Most of the economy functions outside of market relations. There is no labor 
market in the USSR, no market for the means of production. Moreover, there is no 
market for land and natural resources. The allocation of resources for enterprises in 
the public sector of the economy is carried out centrally on the basis of plans, which, 
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in turn, are formed on the basis of inter-branch balances. Market relations exist only 
in that sphere, which is associated with the sale of final products to the population. 

At the stage of formation of the economy of a new type, in addition to the state 
sector of the economy, there is also a sector based on the cooperative form of 
ownership (collective farms, artels, consumer cooperative enterprises). At that, land 
and main means of production belong to the state, and cooperative farms only use 
them on the contractual basis. This sector is designed primarily to provide the 
population with consumer products. It belongs partly to the commodity economy, 
partly to the non-commodity economy. The relations of the cooperative sector with 
the state are mostly non-commodity ("quasi-commodity") in nature (purchase of grain 
and food at state prices, provision of collective farms with machinery not directly, but 
through state machine-tractor stations, etc.). At the same time, some of the products 
of the cooperative sector are sold in the market directly to the population. As the 
rates of economic development of groups A and B converge and the needs of 
society for final products are saturated, the cooperative sector of the economy will be 
gradually phased out. 

13. To protect the socialist economy against the elements of the world capitalist 
market as well as the purposeful attempts of the West to undermine the economy of 
the USSR, a state monopoly of foreign trade and a state monopoly of foreign 
exchange were established. A policy of economic development based on internal 
resources and capabilities was adopted. In this course, foreign economic relations 
were given a subordinate role. However, once international economic integration was 
launched, the Soviet Union's economy began to develop taking into account the 
division of labor in the world socialist economy. 

14. The so-called two-loop monetary system was functioning in the economy, the 
essence of which boiled down to the fact that cash rubles were used to service 
market relations (sales of final products) and non-cash rubles were used for the 
administrative and planned distribution of intermediate products. The latter are not 
full-fledged money, but perform the functions of a certain accounting unit, necessary 
for the control and planning of production and distribution. There is no free flow of 
money from one circuit to the other. 

15. With properly adjusted planning and management in the economy there is a 
consistent reduction of production costs, wholesale and retail prices. This is the 
basis for a continuous increase in the living standards of all members of society and 
the strengthening of the financial system of the USSR. It is also the key to the 
USSR's victory in the economic competition with the West, where the economy is 
based on the market model. 


On the final results and the anti-cost mechanism of the Stalinist economy. 
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Can we talk about the final cost result of the functioning of the Stalinist economy? 
Or, perhaps, given the predominantly non-commodity character of this model of 
economy, the final results can only be measured in natural, physical units - in pieces, 
kilograms, food calories, kilowatt-hours, liters, linear, square and cubic meters, 
horsepower, etc.? 


For all the subordination of value indicators to natural indicators in Stalin's system 
of economic planning and management, we should not discount the first of them 
altogether. The whole result should be accumulated in the sphere where the 
movement of consumer goods and services from producers to consumers takes 
place. It must, ultimately, be deposited with the people who participate in the creation 
of the entire social product - with them, and only them, because in the Stalinist 
economy there is only one way of earning income - by labor. But in the Stalinist 
economy it is in this sphere that commodity-money relations operate. Consequently, 
the final result of the functioning of the economy can be expressed in the total 
reduction of prices. Such reductions were carried out in the last years of Stalin's life. 
This way of obtaining the result by labor is eminently fair, since it goes to all 
members of society, for all purchase consumer goods in state stores, cooperative 
trade establishments and collective farm markets. Of course, this is a very innovative 
way of implementing the principle of remuneration for work. But this principle 
maximizes the alignment of personal and public interests. 


As for the intermediate product, it was not a commodity, and therefore could not 
have a price. Nevertheless, for its measurement there was also used a cost 
indicator, which was called the cost price. With the help of this indicator the 
enterprise could evaluate its activity, first of all, to determine the vector of its 
movement, to understand: increasing or decreasing the efficiency of production. A 
decrease in the cost value indicated an increase in efficiency. In the Stalinist 
economy, the enterprises were assigned targets for the reduction of production 
costs. Note, not the figures of the total reduction of costs, but for each type of 
product, because the enterprises could achieve the plan total reduction by changing 
the range of products, choosing more profitable types of products and refusing from 
less profitable. The principle of combining the value and natural indicators of the plan 
was Clearly in effect. A bias towards cost indicators would weaken the effect of the 
anti-cost mechanism. 


The enterprise also calculated its integral intermediate value result, called profit or 
loss. This index was calculated as the difference between the price at which the 
enterprise bought the resources and the price of the intermediate product at which it 
was further distributed along the production and technological chain. But these 
profits and losses are purely conditional, accounting. Profit is not the surplus product 
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that can be consumed or otherwise used by anyone. And a loss does not mean that 
an enterprise has become bankrupt. 


In a conversation between Stalin and a group of Soviet economists on February 15, 
1952, he was asked the question, "How do we understand the category of profit in 
the USSR?" Stalin answered as follows: "We need a known profit. Without profit we 
cannot form reserves, accumulate, provide for the tasks of defense, meet public 
needs. Here you can see that there is labor for yourself and labor for society. The 
word "profit" itself is very tainted. It would be good to have some other concept. But 
what is it? Maybe a net income. Behind the category of profit we have a completely 
different content. We have no spontaneous overflow of capital, no law of competition. 
We have no capitalist law of maximum profit, as well as average profit. But it is 
impossible to develop our economy without profit. A minimum profit is sufficient for 
our enterprises, and sometimes they can operate without profit at the expense of the 
profits of other enterprises. We distribute our funds ourselves. Under capitalism, only 
profitable enterprises can exist. We have very profitable, and profitable, and 
unprofitable enterprises altogether. In the early years our heavy industry made no 
profit, but then it began to do so. In the first years, its enterprises themselves need 
funds". 


So, the profits and losses of the majority of state enterprises are some benchmarks 
which allow us to understand how a given enterprise functions, and to estimate what 
the real final integral result (FIR) may be. This result can also be called the surplus 
product, sold in the sphere of commodity circulation and consumed by citizens as 
participants in social production. 


By the way, the main part of the budget was formed by the turnover tax in the sphere 
of trade in consumer goods and services. (VAT?) Thus, in 1952, 69% of budget 
revenues came from the turnover tax. The second most important, but much more 
modest source of budget replenishment was deductions from corporate profits. The 
profits of most enterprises were notional values and the taxes paid by individual 
enterprises could vary greatly from year to year (strictly speaking, they were not 
even taxes, but transfers of most of the profits minus a certain balance intended to 
finance the needs of the enterprise.) In 1955, the USSR published a book by A. V. 
Bachurin "Profit and Sales Tax in the USSR". In it the author convincingly showed 
that the turnover tax was not a tax in the literal sense. Rather it was a consolidated 
net income of the society in the prices for the socially finite products. A. V. Bachurin 
proposed to call it national income. This national income was realized in two main 
forms: 


a) transfers to the budget under the guise of a sales tax; 
b) reduction of retail prices. 
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In the second case, the anticipated reduction of budget revenues could be partially 
compensated by increased trade turnover (including due to increases in workers' 
incomes), as well as by increases in other taxes and corporate profit allocations. 
However, an excessive increase in deductions from corporate profits was not safe, 
because these were mostly contingent profits. They tried not to abuse this source of 
budget replenishment. 


As to the reduction of retail prices, in those years when they were conducted on a 
regular basis (1947-1953), some Soviet economists quite rightly argued that the total 
annual savings from reduced prices could well be the most aggregate and precise 
indices of the effectiveness of the socialist economy. 


It must be said that the state pursued a policy of periodic reductions not only in 
retail prices, but also in wholesale prices, which encouraged enterprises to reduce 
production costs and the cost of production. Enterprises were also given targets for 
reducing production costs. Such was in the first approximation the anti-cost 
mechanism. Of course, enterprises could look for ways to reduce production costs 
not by increasing labor productivity, increasing productivity and reducing the material 
intensity of production, but in other ways that did not increase the CIR of the 
economy, for example, by changing the range of products in favor of those products 
that allowed to reduce production costs without much effort. Therefore, the planned 
indicator of cost reduction worked only in combination with a set of indicators that 
determined the specific physical volume of production of specific products. 


It is difficult to imagine that the six Stalinist reductions of retail prices (1947-1953) 
could have been carried out without reducing production costs and wholesale prices. 
And they did go down during this period. Thus the cost of production fell from the 
previous year: in 1948 by 8.6%, in 1949 by 7, in 1950 by - In 1951, it decreased also 
by more than 5 %. In 1952, the decrease in the cost of production, taking into 
account the decline in prices of raw materials, materials, fuel, and tariffs for electric 
and thermal power and freight transportation, was more than 8% and in 1953, more 
than 5% '. 


1 Political Economy. Institute of Economics of the Academy of 
Sciences of the USSR. - M., 1955. - C. 472. 


The products of an enterprise of any link in the production-technological chain could 
not be taken out of this chain into some hypothetical market space in order to receive 
there this calculated profit in a monetary form. The profit was accumulated 
throughout the chain, moving to its final link, and was realized only on the market of 
final consumer products or on the world market. There was no markup of profits and 
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prices at each successive link in the chain. Therefore, wholesale prices for various 
types of intermediate and final products were staggeringly low. 


Here is some data and figures from an interesting article by T. Knabarova, "The 
Socialist Economy as a System (Stalin's Model). To begin, | will give a quote from 
this article: "Even after all the Khrushchev and Kosygin's twists and turns, after the 
decrease in prime cost was once removed from the leading planning and evaluation 
indices, the cost of industrial and agricultural production in the USSR was 5-10 times 
lower than in the Western countries’ . 


1 Khabarova T. Socialist economy as a system (Stalin's model) / Speech at the 
Youth Workshop on National Security at the State Duma of the Russian Federation. - 
M. - 1997. -C. 21. 


The author further reveals this general position on the example of many products of 
intermediate and final destination. We are talking about the USSR on the eve of 
Gorbachev's perestroika. At that time the ruble exchange rate was $1 = 90 kopecks., 
which roughly corresponded to the purchasing power parity of the two currencies 
(today even ardent critics of the Soviet economy admit it). Here is the comparative 
data on the cost of individual goods: 

1985 - -- 


The cost 1 ton of coal in the USSR was 6-10 rubles at a world price of $30-40; 

The cost of a ton of oil was 15-20 rubles at the world price of $120/ton; 

The cost of one meter of oil well sinking - 500 rubles, in the USA - $1000; 

The cost of 1 kilowatt-hour of electricity - 1 kopeck, in the USA the consumer price 
of electricity is 9 cents, but it is subsidized; (like 1000 to one) 

Cost of a ton of grain on collective farms from 1985 to 1989 averaged 95 rubles, on 
farms in Finland - $482; 

The price of a trip to the subway is 5 kopecks, in the United States round trip is $2. 
30 cents; 

The price of a movie ticket - not more than 70 kopecks, in the U.S. - $7; 

Our iron cost 5 rubles, in the West it cost $30; 

Our refrigerators, priced at 300-320 rubles, were sold in Africa for $2,000-2,500. 


The state blocked the process of profit markup by setting wholesale prices for 
intermediate products on the basis of production costs (which could be 
supplemented by a small surcharge in the form of "planned profit"). Wholesale prices 
could decrease, be stable for many years. If they increased, the increases could be 
10-30% per decade. In addition, state-owned enterprises engaged in the extraction 
of natural resources were also owners of natural resources, so they did not have to 
include rent payments in the cost of production. And the citizens of the USSR, as co- 
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owners of natural resources, did not have to pay an increased price for many goods, 
taking into account the natural rent. That is why, for example, the payment for 
electricity and heat for the citizens of the USSR was a penny. 


For a "market" economy this is truly fantastic. The most surprising thing is that the 
wholesale price reduction in the USSR took place even during the years of the Great 
Patriotic War. T.Khabarova writes: "The cost of all kinds of military equipment during 
the war decreased in general 2-3 times and the amount of wholesale prices for it - by 
40 billion rubles. The reduction of wholesale prices for weapons in a country at war is 


an unprecedented thing in history "’. 


1 Khabarova T. Op. cit. - C. 21. 


On the forms of ownership and the vector of development of the Stalinist 
economy. 


In spite of the state's dominant position in the economy, the Stalinist model was a 
multiform economy. In addition to state enterprises, there were kolkhozes, consumer 
cooperative organizations, and even small-scale production. The country could not 
do without these complementary sectors of the state economy, especially collective 
farms. According to the People's Commissariat of Agriculture of the USSR, in 1935 
more than 80% of the food the population of cities bought in the collective farm 
markets. By 1950 the figure was 65%. Thus, meat, dairy products, vegetables, eggs, 
berries, honey, mushrooms, and river fish were bought by the townspeople in the 
USSR at markets rather than in the state trade. 


It should be noted that not only kolkhozes, but also collective farmers were 
engaged in the sale of products in the cities of the USSR. They sold products 
produced on their farms in the cities. Thus, collective farmers represented the private 
sector in terms of their own farms in the consumer market. 


Even in the cities there was no absolute dominance of the public sector. Here is the 
data for 1952. The private (small-scale) sector amounted, according to various 
estimates, from 6 to 8% of production of consumer goods and household services. 
This sector was represented by all kinds of artisanal workshops (tailoring, locksmith 
and repair, jewelry, watchmaking). It also included such activities as scavenging, 
domestic construction and repair work, teaching and tutoring, cottage industries, etc. 
Such trades were carried out with patents and were legally limited only by the 
number of hired workers. 
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There was also a sector of the economy under Stalin, which was sometimes not 
mentioned in textbooks on the socialist economy. We are talking about the shadow 
capital. It was formed as a result of speculation, including goods of state trade. There 
was theft of money, raw materials and other property from state enterprises, 
counterfeiting, currency transactions, smuggling of goods, etc. The state was actively 
combating clandestine capitalist activities even at the stage of the NEP. According to 
foreign researchers' estimates, in 1928 illegal capital accounted for only 5% of total 
private capital turnover in the USSR. In the 1930s there was an active struggle to 
eradicate the remnants of illegal capital. On the eve of the war there was practically 
no illegal capital left in the Soviet Union, only domestic speculation occurred’. 


Stalin took great care not to leave any commodity-money "holes" in the state sector 
of our economy, especially in the group of branches “A”. He understood that through 
such "holes" the "genie" of capitalism could escape and it would be very difficult to 
drive it back. | give one interesting example from the publication of A. Belitsky: "And 
in 1949, as chairman of the State Planning Committee, Voznesensky decided to put 
his theoretical discovery into practice and included in the state plan the right for the 
heads of enterprises producing means of production to sell 3-5% of the value of their 
production in the market. By the same proportion the state plan was reduced for 
them. But Stalin, as chairman of the Council of Ministers of the USSR, quickly figured 
out this trick and rescinded the order, removing Voznesensky from office. It is hard to 
say now whether it was a theoretical mistake or a deliberate action by certain forces. 


1 Kieran Roger, Kenny Thomas. Those Who Sold Socialism. The Shadow 
Economy of the USSR. - M., 2009. 

2 Belitsky A. Response to critics of our Program's draft 
(dead link) 


If clandestine millionaires and persistent violators of economic relations were dealt 
with literally in two or three years, the question of the future of the collective farm 
form of ownership was much more complicated. Stalin believed that in the future the 
kolkhoz sector of the economy should merge with the state economy, the entire 
economy would be 100% a large state enterprise. In "Economic Problems of 
Socialism in the USSR" (1952), considering the question of the prospects of the 
collective farm (cooperative) sector of the economy, Stalin wrote: "Of course, when 
instead of two main production sectors, state and collective farm, one 
comprehensive production sector with the right to dispose of all the consumer 
products of the country will appear, the commodity circulation with its 'money 
economy' will disappear as an unnecessary element of the national economy. 


It would be inexcusable blindness not to see that these phenomena (the collective 
farm sector and commodity circulation. - V.K.) at the same time are already 
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beginning to hinder the powerful development of our productive forces, since they 
create obstacles to the complete coverage of the entire national economy, especially 
agriculture, by state planning. There can be no doubt that the further we go, the more 
these phenomena will hinder the further growth of the productive forces of our 
country. Consequently, the task is to eliminate these contradictions through the 
gradual transformation of collective farm property into national property and the 
introduction of product exchange - also in the order of gradualism - instead of 
commodity circulation. 


Stalin, of course, could not reveal the details of the mechanism of product- 
exchange (in that work he emphasized that in this direction we still have to think 
hard), but he indicated the general vector of further socialist construction. Stalin's 
statement, on the one hand, was in line with Marxism (the thesis of the withering 
away of commodity-money relations); on the other hand, it was very bold, because 
Stalin was not proposing the winding down of commodity-money relations in a vague 
communist future, but was putting it as the immediate practical task of economic 
construction of the USSR. 


CHAPTER 3. DISMANTLING THE STALINIST ECONOMY. THE MAIN 
STAGES OF DISMANTLING. 


From the second half of the 1950s until the end of 1991 there was a continuous 
process of dismantling the Stalinist economy. It began to lose many of the features 
we listed in the introduction - the planned nature, the high centralization of 
management, the prevalence of physical indicators of the plan over the cost 
indicators, the limited nature of commodity-money relations, the dominant position of 
state property, the nationwide nature of state property, etc. Take, for example, the 
last of these features. During the three decades of Stalin's economy in the USSR 
there was a purposeful process of transformation of private and group property into 
the property of the nation. In the post-Stalin period, there was a reverse, 
unadvertised process of transformation of public property into group property. Here is 
a conclusion from N.O. Arkhangelskaya's article dedicated to the study of changes in 
production relations in the USSR: "If in the period from 1930 to 1950 the economy of 
the country was a single complex, working for the overall result, then in 1960-1980 
this complex ceased to exist, giving way to the mass of isolated enterprises and their 
teams "'. The author limited her analysis to 1980. But in the following decade the 
process of isolation of enterprises, the strengthening of group interests accelerated. 


Let us consider the main stages of the dismantling of the Stalinist economy: 


- N. Khrushchev's period of experiments; 
- Kosygin-Liberman reform and the stagnation of the Leonid Brezhnev era; 
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- Gorbachev's perestroika. 


Reasons for the decline of the "economic miracle". The era of N. Khrushchev. 


So, the process of dismantling socialist production relations began under 
Khrushchev. What were the reasons for this process? First of all, there were political 
reasons. It was not possible to create a political system of the people's power. Stalin 
tried to create such a system even before the war. The contours of this system can 
be seen. 


1 Arkhangelskaya N. O. Production relations in the USSR in 1960-1980 // 
http://rksmb.org/get.php?5009 


Dismantling the Stalinist economy in the USSR Constitution of 1936. 


In it, as you know, the main role in governing the country was given to the Soviets 
of People's Deputies. The government was to become the executive, I.e., 
subordinate to the Soviets, branch of power. And the party was to refuse direct 
participation in the management of the state, including the economy. People's power 
was supposed to be a guarantee of using state ownership of the means of 
production in the interests of the entire people, of working to strengthen the entire 
country. 


Without creating a political system of people's power, there was a risk that socialist 
society would gradually transform into state capitalism. What does this mean? - That 
the means of production remained formally the property of the state, but were used 
not in the interests of the entire people, but only in the interests of a narrow group of 
state bureaucracy. At the same time, the socialist rhetoric may be preserved and 
even strengthened. A striking example of such state capitalism today is China, 
whose authorities continue to insist that they are building socialism. Some foreign 
critics of the USSR have rightly pointed out that the so-called Asian mode of 
production was formed in our country under the guise of socialism. It was understood 
as an economic system, which existed in Eastern countries in ancient times, in which 
labor was slave, and there was no private slavery, but a collective slave-owner in the 
person of a despotic state. 


The "beneficiaries" of this mode of production were the members of the 


bureaucratic upper class. Incidentally, the term "Asian mode of production" was once 
coined by Marx. 
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After Stalin's death a slow transformation of the socialist model of the Soviet 
economy into a model of state capitalism began. This process began under 
Khrushchev, continued under Leonid Brezhnev and Andrei Kosygin, and ended 
under Mikhail Gorbachev. Under Gorbachev, a period of private property capitalism 
had already begun. Under Gorbachev, the ideological basis of privatization in the 
1990s was laid, a boom began with the establishment of private commercial banks, 
small and medium-sized private enterprises appeared in a number of sectors of the 
economy. 


Unfortunately, our social scientists were not up to the task. Stalin repeated the 
same idea over and over again: "Death to us without theory. Social scientists, on the 
other hand, continued to chew over the dogmas of historical materialism without 
adding anything new to it. Even the debates on the Asian mode of production in my 
time were conducted without any publicity. The authorities were afraid of the subject, 
since the parallels with modernity were too transparent. At that time, a dangerous 
stereotype was finally formed: state means socialist. Unfortunately, this formal-legal 
stereotype has not been overcome even today. 


Many current patriotically-minded politicians set out to nationalize private ownership 
of the means of production, believing that this would automatically solve many social 
problems. Nationalization is a necessary but not sufficient condition for building a just 
society in Russia. During the last financial crisis in the U.S. and Great Britain the 
governments pumped in huge sums of budgetary money to rescue the sinking banks 
of Wall Street and the City of London. Without much publicity, the banking giants 
were nationalized. But this was a tactical nationalization in the interests of finance 
capital. After the peak of the financial crisis, the state began to withdraw from the 
capital of the banks, everything went "back to square one". 


In line with the above-mentioned main task (creating a political system of 
democracy) Stalin solved the problem of neutralizing the excessively active role of 
the Party in the management of the economy. He tried to overcome the existing "dual 
power", which was expressed in the fact that in the 1920s-1930s the economy was 
simultaneously ruled by both the government and the party. Such dual power 
disorganized the economic life of the country, reduced the pace of industrialization, 
eroded the principle of personal responsibility. Stalin was able to do much to 
overcome the dual power. The Party was quietly withdrawn from solving economic 
problems and was given a decisive role only in two spheres: formation of ideology 
and training (selection) of cadres for socialist construction (including economic 
cadres). Much has been written about this today. But everything went "back to 
square one" under Khrushchev. 
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Today people often recall the 20th Congress of the Communist Party of the Soviet 
Union, at which Khrushchev read a report debunking the personality cult of Stalin. 
The attitude of people to the report and to Stalin and to Khrushchev himself in the 
context of the report is very different. We have discussed this topic from different 
positions a thousand times. | will risk doing it for the 1001st time. Reread the report 
carefully and you will see not only and not so much a criticism of Stalin as a criticism 
of the Stalinist model of socialism and the economy. In the report, Khrushchev was 
setting the stage for reforming the Stalinist model of the economy, starting with 
strengthening Party leadership of the economy. In other words, a return to dual 
power began. 


The strengthening of the party leadership of the economy began with the defeat of 
the anti-party group in 1957. And it just included such figures, who at that time were 
already more economic than party leaders. They were G. Malenkov, L. Kaganovich, 
M. Saburov, G. Pervukhin, and V. Molotov. Then, in the second round of "cleansing", 
such talented economic leaders as Finance Minister A. Zverev, chairman of the 
USSR State Bank A. Korovushkin and many others were removed from their 
positions. If the first persons were leaving their positions, then dozens and even 
hundreds of lower-ranking managers were leaving after their "bosses". However, the 
"cleansing" of economic managers began not even in 1957, but even earlier. The 
case in point was Leonid Beria, who was arrested and shot in 1953. | will not assess 
him as a politician and a party figure, but as an economic manager he made an 
inestimable contribution to the creation of the Stalinist economy. 


In the economy there was returned not even dual power, but multiple power. Under 
Stalin, the dominant principle was the branch principle of economic management. 
The vast majority of ministries were branch ministries. Even if from the signs of the 
agency sectorial affiliation was not visible (Gosplan, Ministry of Finance, State Bank 
of the USSR), branch was its internal organizational structure. The territorial principle 
of management was complementary. 


After Stalin's death, the rigid vertical of centralized management of the economy 
began to blur. The first "swallows" appeared on the horizon immediately after Stalin's 
death. In 1953 the centralized system of management of material and technical 
supplies was abolished, and the organization of such supplies was transferred to the 
Union republics (the USSR Gossnab was restored only in 1965). In the same year 
the branch bureaus of the USSR Council of Ministers were disbanded, and a large 
number of enterprises from the union subordination were transferred to the 
republican subordination. 


In 1957 Khrushchev began a reform of the management of the national economy. 
Its essence was to sharply strengthen the territorial principle of management. For 
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this purpose, the councils of National Economy (so called "sovnarkhozes", SNKh, 
state national economy and farms) were created in the so-called "economic 
administrative regions" (105 in total). At the same time a large number of branch 
union ministries were liquidated. At the beginning of the 1960s there were 
established the National Economy Councils in the Union republics, in 1962 the 
Supreme Soviet of National Economy of the USSR was set up. The reform continued 
practically until Knrushchev was removed in October 1964. It is noteworthy that a 
similar system of territorial management of the national economy existed in our 
country in the 1920s. 


Back then there were also sovnarkhozes. But back then it was a forced measure, 
since the Bolsheviks got an economy that had no centralized management. When 
industrialization began and powerful union line ministries were created, 
sovnarkhozes began to disappear; some of their functions were transferred to the 
economic departments of local executive committees. 


Earlier we have already noted how carefully Stalin ensured that the products of 
Group A industries did not become commodities (the means of production could and 
should be distributed centrally by the state). Khrushchev pierced the "hole" of 
commodity-money relations in Group A. Under Stalin, tractors and agricultural 
machinery came from the machine-building industry not to the collective farms, but to 
the state machine-technical stations (MTS). The collective farms were only users of 
this machinery on the basis of contracts with the MTS. (Leasing) Back in 1930, and 
then again in 1950 the country's leadership raised the possibility of transferring 
(selling) the MTS agricultural machinery to the collective farms. Both times such 
proposals were rejected at Stalin's insistence, including the fact that it would 
inevitably reduce the efficiency of agricultural production. But at the insistence of 
Khrushchev, since 1957 the distribution of agricultural machinery to MTS was 
stopped, and in 1958 the MTS was disbanded, the machinery was transferred to the 
balance sheet of collective farms. By the decree of the USSR Council of Ministers of 
September 22, 1957 all agricultural equipment and means of production were 
included in the system of commodity-money relations. As Stalin had foreseen, there 
was a strong dispersion of means of production in agriculture, machinery was not 
used fully, necessary repairs were not made, machinery began to be quickly retired 
from service. This, in turn, necessitated a sharp increase in the production of such 
machinery. In a word, total losses. Needless to say, not all collective farms were able 
to buy back agricultural machinery from MTS and then buy it from producers. 


A serious blow was dealt to the supply of agricultural products to the cities. 
Khrushchev banned the homestead farms of collective farmers, imposed taxes on 
fruit trees, on each head of cattle, and closed the collective farm markets. Peasants 
slaughtered their livestock in a year because of taxes, reduced vegetable production 
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by several times, and cut down orchards. The supply of meat, bread, flour, cereals, 
and butter to the townspeople was disrupted. Many food products, such as honey, 
completely disappeared from the commodity turnover. In fact, a food crisis began in 
the country, and there was great social tension in the cities. There were workers' 
protests against this policy. The greatest resonance was in Novocherkassk, which 
ended with the shooting of protesters. 


By the way, Khrushchev's innovations, such as the struggle against the petty cash 
economy, went hand in hand with the ill-conceived wage increases for various 
categories of workers (including the introduction of the first minimum wage for 
collective farmers). Finance Minister A. G. Zverev, who had been in that position 
since 1937, was one of the active participants in building Stalin's economy, also 
actively opposed this policy. He foresaw that the delicate balance between the mass 
of money and the mass of consumer goods would be upset. In 1960 Zverev was 
removed as minister by Khrushchev. By combating small-scale commodity 
production without first increasing the production of consumer goods in the state 
sector, Khrushchev unwittingly contributed to the growth of the shadow economy, 
which at least partially closed the resulting imbalances. 


The Khrushchev reform of economic management did not yield any positive results, 
and the country's economic problems grew worse and worse. It was vividly 
demonstrated in 1963-1964: the Soviet Union had a great crop failure, the country 
was on the verge of starvation, to prevent it they conducted a huge grain 
procurement abroad. To this end, they spent 1,244 tons of gold (incidentally, an 
unprecedented amount of precious metal sales in the history of the Soviet Union). 


The rigid vertical management of the economy also began to weaken as a result of 
the reduction of the set of planning targets that were binding on ministries, divisions, 
production associations and enterprises. The number of indicators of the national 
economic plan under Stalin steadily increased. In 1940 it was 4,744, and in 1953 it 
reached 9,490, i.e. doubled. Then the number of indicators continuously decreased: 
to 6308 in 1954, 3390 in 1957, and 1780 in 1958." By the way, this weakening of 
central planning was opposed by the above mentioned anti-party group. There was 
no serious scientific and ideological justification behind the reduction of the number 
of indicators. 


Everything was much simpler. "The top" did not want to strain any more and wanted 
to loosen personal responsibility (one or another state and/or party boss was 
specifically responsible for each indicator). Explaining Khrushchev's victory over the 
so-called anti-party group, V. Molotov said: “Everybody wanted a break, an easier 
life... They were very tired ". 
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1 Sorokin G. M. Planning of the National Economy of the USSR. - M., 1961. - C. 
234. 


"Tops" already wanted to take more than they gave. This simply could not happen 
under Stalin. The Party and state elites (not all of them, of course) carried out such 
reforms of the economy, which initially simply relieved them of the burden of 
responsibility. This was mainly under Khrushchev. Later came the desire to "take". 
This manifested itself implicitly under Brezhnev, and explicitly under Gorbachev. The 
imperceptible mutation of Stalinist socialism into state capitalism was taking place. 


About the Kosygin-Lieberman reform. 


The mechanism of the Stalinist economy was completed at the time of the Kosygin- 
Liberman economic reform (1965-1969). The reform was officially launched by the 
resolution of the CPSU Central Committee and the Council of Ministers of October 4, 
1965 "On Improving Planning and Strengthening Economic Stimulation of Industrial 
Production" (although large-scale "economic experiments" had been launched 
earlier’). 


1 One hundred and forty conversations with Molotov. From the Diary of F. Chuev. - 
M., 1991. - C. 312. 


Much has been written about this reform, let us briefly note only four fundamental 
points. 


1. First, the reform finally made a U-turn in the direction of cost indicators, and the 
number of natural indicators, even in comparison with Khrushchev's times, was 
sharply reduced. This created an opportunity for enterprises to achieve plans in 
ways which did not increase, but, on the contrary, reduced the integral result of 
economic activity throughout the country. Orientation on gross value indicators 
contributed to the winding up of the shaft by enterprises, intensified the action of 
the cost mechanism. 


2. Secondly, from public forms of income distribution (public consumption funds, 
lower prices in the retail trade) began to shift to private-group forms. Tying the 
monetary income of workers to the profits of the enterprise led imperceptibly to 
the fact that the principle of organic combination of personal and public interests 
no longer worked. Previously, the criterion of economic efficiency was the 
integral result (profitability) at the level of the entire national economy, now the 
main criterion was the profitability of the individual enterprise. This could not but 
weaken the country as a whole. It is worth mentioning that the Decree of the 
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CPSU Central Committee and the Soviet of Ministers of October 4, 1965, did not 
mention the decrease of the prime cost as a planned indicator of the enterprise 
activity. It is true that the distortions in the activities of enterprises turned out to 
be so serious that later the prime cost indicators were restored. 


3. Thirdly, one of the manifestations of private-group interests was 
departmentalism. It had always existed (even in the Stalinist economy), but as a 
result of the 1965-1969 reforms it became pronounced. The liberation of 
branches from many natural planning indicators created ample opportunities for 
ministries to optimize their activities. Diverse funds of ministries and departments 
appeared, their replenishment depended on financial results of the industry 
enterprises and the driving force of the department managers (adjustment of 
plans, beating out of financial and material resources at the State Planning 
Committee, the Ministry of Finance, Gossnab etc.). An unspoken competition 
emerged between the ministries and departments for the division of the 
“common pie". Here is what M. Antonov writes about the sharply strengthened 
departmentalism: "The state ownership of the means of production, which was at 
the disposal of economic managers, was not something uniform. It was divided 
between monopolies - ministries and departments, and within each of these 
departments - between enterprises and organizations. Each department watched 
vigilantly to ensure that its interests, (which as a rule did not coincide with the 
interests of related departments), were not infringed. As a result, implementation 
of any decisions, optimal from the state's point of view, came up against the 


resistance of departments, which often led to huge excessive costs "’. 


1 Antonov, Mikhail. Ibid. - C. 174. 


4. Fourthly, the introduction of payment for funds for enterprises strengthened the 
opposition between society and production collectives. Recall, planned-profit 
enterprises had to pay to the budget for the basic and rationed circulating funds. 
A strange situation arose, as if the funds were alienated from state enterprises, 
the latter became no more than users of funds. And the bureaucratic state 
apparatus turned out to be the actual owner of the funds. Here the outlines of 
state capitalism were clearly visible. Here is how N. O. Arkhangelskaya 
comments on this innovation: "The introduction of this payment indicated a 
change in the relationship between the collective and the state. In the previous 
period, it was assumed that the collective of an enterprise was part of the people 
who owned the means of production and could use them without any payment. 


Now it turns out that the collective must pay for the funds used, and therefore, it is 
not seen as part of the owner of the means of production, but as a kind of lessee. 


An 
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There is a peculiar "alienation" of property from the direct producer, the opposition of 
the latter to the state." 


1 N. Arkhangelskaya. O. Production Relations in the USSR in 1960-1980 // 
http://rksmb.org/get.php?5009. 


All of the above (the first three moments) indicate that a decisive departure from the 
socialist economy in the direction of group interests began. Signs of state capitalism 
began to emerge. The textbooks on the political economy of socialism wrote that 
"labor in socialism has a directly social character", but for a student in the 1960s and 
especially in the 1970s, this was already an abstraction that he could not grasp 
either empirically or mentally (I studied at the university then, | had excellent marks, 
so | speak from my own experience). N.O. Arkhangelskaya writes that the Kosygin- 
Lieberman reform put an end to "the directly social character of labor." "The very 
nature of collective labor is also changing. As long as it subordinated its activity to 
common interests and a common work plan, its labor was directly social in nature. 
As soon as the collective ceases to take into account public interests and produces 
what is profitable to itself, its labor loses its direct public character and becomes 
private labor. 


1 N. Arkhangelskaya. O. Ibid. 


Today we say that a spirit of consumerism has prevailed in Russia. Incidentally, this 
spirit had already begun to be cultivated by the Kosygin-Liberman reforms. A 
consumerist-junkie mentality has emerged, along with a desire to live at the expense 
of others. This is not yet a relationship of exploitation of one person by another, but a 
subconscious (unconscious) desire for such exploitation. The pursuit of profit (and 
consequently the desire for a larger share of the "social pie") is clearly demonstrated 
by official statistics: from 1960 to 1980, the profits of state enterprises in the USSR 
increased 4.6-fold, while labor productivity, according to official data, increased only 
2.6-fold in industry and even less in agriculture and construction. Socialist social 
science and political economy textbooks kept repeating that distribution according to 
labor was the only distribution principle in socialism. But in real life the distribution 
according to profit was obtained. And these two principles not only did not coincide, 
but sometimes mutually excluded each other. At some enterprises, payments from 
the funds of material stimulation of labor exceeded payments of wages (though, such 
proportion existed at the experimental enterprises). 


By the way, 10 years after the completion of the Kosygin-Liberman reform another 
revolutionary innovation was introduced in the order of wages. From 1931 to 1979 
the wage fund of the enterprise was calculated based on the number of employees 
and the average wage, and its volume was set from above. On July 12, 1979 a 
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decree of the CPSU Central Committee and the Council of Ministers was adopted, 
which changed the order, now wages were calculated on the basis of the rate per 
ruble of production. Thus the wage fund was linked not with the labor intensity of 
products, but with their price. This led to the fact that a change in price led toa 
change in deductions to this fund, therefore, the team was interested that the price 
was higher. 


Special attention should be paid to the reaction to the reform abroad. The West 
accepted it with enthusiasm, the foreign media of the time praised the progress, 
which began in the USSR. This was happening in the midst of the Cold War. Would 
our geopolitical enemies praise us if we were getting stronger? - No. We were 
praised because we voluntarily weakened, just as Gorbachev was later given various 
high-profile titles in the West for destroying the Soviet Union. 


"Kosygin's" reform meant expanding the sphere of commodity production to the 
entire economy. Some commentators on the 1965-1969 reforms say that its main 
purpose was to correct those voluntaristic bends that had been made by Nikita 
Khrushchev, that it was an attempt to return to Stalin. Some of the twists were 
indeed overcome. First of all, sovnarkhozes were abolished, the branch principle of 
management was restored, the all-union system of logistics (Gossnab USSR). But 
on the whole, it was a departure from Stalin in the direction of expanding the scope 
of commodity-money relations. Stalin outlined a movement in the exact opposite 
direction - the winding down of commodity-money relations, as we have already said 
earlier. 


However, some of Stalin's detractors drew attention to this point in the second half 
of the 1960s. They specifically stressed that this was the practical contribution of the 
authors of the reform (A. Kosygin and E. Lieberman) to the destruction of the 
"damned Stalinist legacy". | do not think that A. Kosygin set himself this task 
specifically. Most likely, he did not possess the breadth of vision that Stalin had, and 
did not fully understand the essence of Stalin's economy. Mikhail Antonov gives an 
ideological and political portrait of the Chairman of the USSR Council of Ministers: 
"Of all the top leaders of the USSR Kosygin was the most inclined to the idea of 
convergence of socialism and capitalism, he was in favor of continuing the line of the 
XX and XXII Congresses of the Party to liberalize life in the country. For example, he 
repeatedly tried to prove to his colleagues in the leadership of the country that joint- 
stock companies were one of the highest achievements of human civilization, and 
this made him most receptive to the proposals of the "marketers". And now, at a time 
when it was necessary to convert the economy to market principles, the Politburo, 
according to Kosygin, is engaged in all sorts of nonsense. 
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' However, | am not inclined to place all responsibility for the reform on the 
Chairman of the USSR Council of Ministers, because all decisions on the reform 
were made collegially at the highest party and state levels. 


1 Antonov Mikhail. op. cit. - C. 342. 


On the metamorphosis of economic planning. 


The very process of planning at all levels of the economy was becoming more and 
more formal. The expression "profitable plan assignment" appeared. Enterprises 
sought to underestimate the planned targets, so that they could easily fulfill them and 
get bonuses, and there could be a situation when the company worked in a given 
year worse than in the previous one, but the planned target was fulfilled and received 
bonuses. Such a phenomenon as "correcting the plan" after its approval became a 
norm of life. In fact, here you can see the lobbying activities on the part of 
enterprises (adjustment of plans in the Main Department and / or Ministry) and on 
the part of ministries and departments (adjustment of sectorial plans in the State 
Planning Committee, the government, the CPSU Central Committee). Corruption 
flourished on this basis, as it was customary to "thank" for adjusting the plan. Over 
time, it came to the fact that plans were corrected retroactively, that is, the final 
indicators appeared not at the beginning, but at the end of the planning period, tied 
to the actual results of industrial activity. It was already a complete profanation of 
planning. 


The planning system pushed enterprises to conceal, rather than reveal, the 
reserves for increasing efficiency and reducing production costs, because this 
allowed them to fulfill their plans without stress. Planning took very little account of 
the possibilities of scientific and technological progress. There were proposals to 
introduce into the set of planning indicators such that would take into account the 
national economic effect of the transition to the production of new types of products, 
especially machinery and equipment (group of industries A). Instead, at all levels 
there was a primitive principle of revision of planned indicators - from "achieved" (i.e. 
from the actual level of the previous planning period). All this looked more than 
strange against the background of the fact that in the 1960s there were already 
electronic computers that could seriously improve the planning process. 


However, there were alternatives to the Kosygin-Liberman reform. One can recall, 
in particular, the ideas of Colonel A.|. Kitov, who in 1958 justified the widespread use 
of electronic computers in the management of national economy. The ideas of A. I. 
Kitov became the basis of the nationwide automated accounting and information 
processing system (OGAS) created later. Academician V.M. Glushkov picked up the 
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baton from A.I. Kitov. Since 1962, he began to develop the program of total 
informatization of economic processes with the application of the OHAS system, 
which, in its turn, was to be based on the Unified State Network of Computer Centers 
(UGS VC) being created. 


In the second half of the 1960s and 1970s, the Kosygin-Liberman reform was 
criticized by a group of scientists, the authors of the so-called "system of optimal 
functioning of the economy" (SOFE). The head of this group was the director of the 
Central Economic and Mathematical Institute of the USSR Academy of Sciences 
(CEMI), Academician N.P. Fedorenko. The authors of SOFE proposed the creation 
of a constructive economic and mathematical model of the socialist economy as an 
alternative to reform. As an alternative to descriptive political economy, SOFE was to 
completely displace commodity production by replacing it with a system of economic 
and cybernetic operations. SOFE was first presented at the scientific-theoretical 
conference of the Institute of Economics of the USSR Academy of Sciences in 1967. 
The authors were accused (not unreasonably) of a leftist bias, namely that they 
proposed to completely abandon commodity-money relations, to include not only 
intermediate, but also final products (intended for personal consumption) in the 
centralized distribution. Nevertheless, the activity of the SOFE group enabled an 
active discussion of the limits of commodity-money relations under socialism and 
helped reveal the negative sides of the Kosygin-Liberman reform and accelerated its 
winding down. 


The declining efficiency of the Soviet economy was partly compensated and 
camouflaged by its growing orientation toward raw materials and increasing export 
revenues from the export of oil, metal, timber, and gold. According to official 
statistics, oil and petroleum product exports from the USSR rose from 75.7 million 
tons in 1965 to 193.5 million tons in 1985. At the same time, exports for freely 
convertible currency amounted to 36.6 and 80.7 million tons. Revenues from oil and 
oil products exports, which in 1965 were of the order of $0.67 billion, had increased 
19.2 times by 1985, and comprised $12.84 billion. In addition, natural gas has been 
exported in significant volumes since the 1970s. Gas production during this period 
increased from 127.7 to 643 billion cubic meters. Virtually all of the new gold 
production also went to the world market. According to foreign estimates, in 1970- 
1979. The Soviet Union exported more than 2,000 tons of gold. Most of the foreign 
currency proceeds were spent on food imports and the purchase of consumer goods. 
The country began to live off the natural rent. 


1 Green T. The New World of Gold. - London, 1981. - P. 69. 
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Stalin's model of economy and the new man. 


We have listed only some of the reasons for the collapse of the Stalinist model of 
the economy, which can be called reasons of a political and organizational and 
managerial nature. There were also other reasons. 


First, reasons of external order. The West was constantly undermining the Soviet 
Union, we existed under the conditions of the "Cold War". The older generation, who 
had firsthand knowledge of what war was like, understood the seriousness of 
external threats. The generation that came to replace the "old men" a/ready 
perceived external threats in an extremely abstract way. The right words contained in 
the party and state documents of the USSR about the military confrontation between 
socialism and capitalism did not reach the consciousness of the younger generation. 
A state of complacency blunted vigilance, fostered carelessness, and even secret 
thoughts that the West was not as bad as it was painted. There was a joking phrase: 
"Capitalism is rotting, but how it smells (good)! " Among the intelligentsia (especially 
those who managed to escape behind the Iron Curtain), there was talk that our 
economy was "soviet"; that "their" market economy was simply vital. So Gorbachev's 
and Yeltsin's calls to build a market economy and "market socialism" in the USSR 
were supported by our intellectuals. 


Second reasons, if | may say so, are of an anthropological nature. A serious 
contradiction arose in our society. Stalin's economic model demanded a new man 
who was ready to give more than to take. 

A man who would put the public interest above personal interest. 

A man who would see labor not as a necessary burden but as a vital necessity. 

A man who would have been able to make labor from a mechanical process of 
creation. Stalin was well aware of the dialectic combination of personal and social 
interests, material and moral incentives to work. Stalin in various works and 
speeches formulated a triune task of building communism (at the XXII Congress of 
the CPSU, which adopted the new program of the CPSU, aimed at building 
communism in 1980, it was only voiced). In fact, these were three interrelated tasks: 

1) the comprehensive development of the productive forces, the creation of the 
material and technical base of communism; 

2) the constant improvement of production relations as a means of sustainable 
development of productive forces; 

3) the formation of a new man. 


In real life, priority was given to the first two tasks. But the solution of the third task 
obviously lagged behind, primarily because Marxism was a materialistic doctrine. In 
Marxism, man was perceived primarily as a means to material ends. Man himself, 
according to Marxism, was also oriented toward the achievement of material goals. 
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However, it was always said that the true measure of social progress is free time, 
which a person can have for his development and self-improvement (with reference 
to Marx). It was even said that a truly Stalinist economy, with its anti-cost 
mechanism, would inevitably reduce the time needed (the time of man's participation 
in social production). And that it would increase the fund of free time. In fact, it will 
already be communism, a society whose slogan is "From each according to his 
abilities, to each according to his needs". And in this formula, subconsciously, 
everything revolves around the material beginning. Neither Marx, nor Lenin, nor their 
successors in the USSR really knew how to improve man's self-development. 
Apparently, neither did Stalin. 


The "materialistic man" could not reveal the potential of Stalin's economic model. Its 
successes were due in no small part to the fact that, for a time, the Soviet man 
developed "supra-economic" goals and values. First of all, it was the goal of 
defending the homeland from an external enemy. The Bolsheviks did not set the task 
of forming "eternal" "supra-economic" goals and values in man. 


The paradox lies in the fact that the Stalinist model of economy can manifest its full 
potential only in a society where the goals and values of personal and public life are 
defined by Christianity. Stalin began to gradually depart from the tenets of Marxism 
(although he tried not to flaunt it, continuing to use the familiar vocabulary of 
Marxism-Leninism). And in this was his strength. But he failed to come to Orthodoxy 
(at least as a statesman). He failed to become a second Constantine the Great, or a 
second Prince Vladimir. But he could have - there were all the conditions and 
prerequisites for that. And this is his weakness. 


It is only in Christianity that the model of a truly new man, in whom the material 
component of life is subordinated to higher spiritual goals and values, which are not 
temporal but eternal, is consistently substantiated and practically put into practice. 
By the way, it is Christianity that deeply understands what collectivism is, what 
solidarity is, what a common cause is. By the way, "liturgy" in Greek means 
"common work. And without common cause there can be no directly social character 
of labor, which was mentioned in the textbook on the political economy of socialism. 
Meanwhile, this postulate should be comprehended not only with the mind, but also 
with the heart. Modern Orthodoxy is rather wary of the Stalinist economy - not 
because this model is bad in itself, but because it is associated by Orthodox 
hierarchs and laity, if not with persecution of the Church, then at least with atheism. 
Such are the paradoxes of our time. This distrust and contradiction can and must be 
overcome by separating the grains from the chaff of the Stalinist era. 


Unfortunately, everything connected with Stalin and the Stalinist era is always 
perceived very emotionally. | want to be understood correctly: | am not discussing 
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Stalin, not his entire worldview, not his life or his way of thinking. | do not understand 
everything in these matters. And it is unlikely that anyone would be able to put his 
hand on his heart and say that everything is clear to him. My task is much more 
modest: to understand the machine which Stalin (not only Stalin, of course) built and 
which is called Stalin's economy. It would be strange if someone said that he did not 
want to do this on the grounds that this machine was designed by a despot, a 
dictator, a Bolshevik (the list goes on, it all depends on one's personal relationship to 
Stalin). If, say, this position was taken by Stalin after World War II, then he should 
have abandoned the equipment and technology that remained in Germany, occupied 
by the Red Army, on the grounds that, they were created in Nazi Germany, led by 
Adolf Hitler. 


Stalin was a pragmatist (you can't take that away from him) and clearly understood 
the difference between ideology and material culture, technology. And so we, 
regardless of our world-view assessments of the Stalin era, should take a pragmatic 
and sober approach to the study of the Stalinist economy as an organizational 
system and machine for managing production, exchange, distribution and 
consumption. This machine was strikingly different from what mankind had known 
before. It was a complex machine, which could become efficient only in the presence 
of a much more perfect human being and a society, organized according to new 
principles. The machine was created, but anew man and a new society were not, so 
the machine soon began to malfunction... 

| think that from what | have outlined earlier, the following quite obvious conclusion 
follows: the USSR collapsed in the early 1990s not because of "purely economic 
reasons", not because the administrative-command economy proved its economic 
ineffectiveness. It collapsed because man did not hold on to the height for which the 
design of the Stalinist economy had been created. It makes sense to restore the 
Stalinist economy only if anew man appears in Russia, unencumbered by the 
prejudices of Marxism, Leninism, materialism, and other "isms". This task can, and 
must, be solved first and foremost by the Orthodox Church. Marxism is not only 
unable to solve it, it is not even able to comprehend it. And if this problem is solved 
(or at least its solution is begun), then the blueprints of the machine called "Stalinist 
economy" may be needed. 


CHAPTER 4. STALIN'S INDUSTRIALIZATION: IMPORTS OF 
MACHINERY AND EQUIPMENT. 


In Russian history textbooks, authors of all sorts of beliefs and views are 
surprisingly stereotypical in their approach to answering the question about the 
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sources of industrialization in the USSR. They say that this source was the labor of 
the Soviet people - the peasantry and working class. 


On the role and place of "living labor" in industrialization. 


Some authors take an extremely negative view of this phenomenon, calling the 
labor of Soviet people slave labor and the Soviet state a collective exploiter, 
supplementing this interpretation with detailed descriptions of the Gulag, where free 
prison labor was used. At the same time, they denied the existence of socialism in 
the USSR, saying that it was either the Asian mode of production, or state capitalism, 
or a still unknown to mankind modification of feudalism. 


Others, on the contrary, argue that for the first time in human history in the Soviet 
Union labor became truly free, since the means of production became national. In 
other words, the basis for exploitation of man by man disappeared. The Stakhanov 
movement, the socialist competition, the movement of rationalizers and inventors, 
etc., are cited as arguments. This (positive) interpretation of the sources of 
industrialization was present in all Soviet textbooks. 

But almost no one doubts that during a decade (the 1930s)' in the USSR it was 
really possible, with the labor of tens of millions of workers and collective farmers, to 
build about 9,000 enterprises (this is the official data). There are very few people 
who doubt such interpretations of the sources of industrialization. Among the 
doubters is the author of this publication. What is the essence of these doubts? - Let 
me explain in brief. 


Any enterprise is a set of active and passive elements of fixed assets, i.e. consists 
of machinery, equipment, buildings, structures and other means of production (active 
elements), and a certain infrastructure network (passive elements). Strictly speaking, 
Stalinist industrialization began with the start of the first five-year plan, i.e., from 
October 1, 1928. In this publication we consider the period covering the first two five- 
year plans and part of the third up to the beginning of the Great Patriotic War. For 
simplicity we call this period the "1930s. 


In value terms, the proportions of active and passive elements of fixed assets at 
enterprises of different industries vary greatly. But roughly speaking, this proportion 
throughout the economy can be represented as 50:50. 


We can assume that the labor of Soviet people could create that part of the fixed 
assets of 9 thousand enterprises, which we have called passive elements. For this at 
a minimum we need cement, bricks, concrete, lumber, metal fittings, roofing iron, 
nails, and other building materials. In addition, you need at least the most primitive 
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construction equipment and tools: wheelbarrows, winches, sledgehammers, shovels, 
etc., as well as manpower. And part of the workforce must have at least medium 
qualifications. With difficulty, but we can assume that the passive elements of fixed 
assets were indeed created solely by the labor of Soviet people, especially all those 
who worked directly on construction sites, and who produced construction materials 
and at least the most primitive construction equipment. Indirectly, the entire 
population took part, since the state redistributed the ruble money supply through 
taxes, domestic loans, and the issue of unsecured money in favor of the shock 
construction projects of the first five-year plans. 


About the currency costs of industrialization. 


But the situation with the active elements of fixed assets is more complicated. No 
one disputes the obvious fact that machinery and equipment (means of production) 
were imported, purchased in economically developed countries of the West, and 
before World War | the production of means of production in Russia was in its 
infancy, and after the revolution and the civil war the country was in ruins. It could not 
be completely overcome even by the end of the 1920s, when industrialization began. 
Production of means of production in the Soviet Union at that time was at an 
extremely low level. 


Machinery and equipment for industrialization were purchased not with rubles (they 
were no longer convertible currency by the beginning of the first five-year plan), but 
with foreign currency - dollars, pounds, stamps, francs. In our literature, estimates of 
the foreign-currency costs of industrialization are called in dollar terms, they most 
often range from 2 to 4 billion dollars at the time. To understand how much this is in 
today's dollars, we must add at least two zeros to these figures, i.e., from $250 to 
$500 billion. ' 


1 "Industrialization - the darkest page in the history of the USSR" // http://forum.for- 
ua.com/read.php?1,3075481 (dead link) 


The situation with the estimates is further complicated by the fact that some authors 
give estimates in dollars, without specifying which dollars. The fact is that from time 
to time the ruble-dollar exchange rate changed, primarily because the official gold 
content of the U.S. dollar changed. Until 1934, the proportion was: 1 troy ounce of 
gold = 20 dollars. (rounded). In early 1934, U.S. President F. Roosevelt announced a 
change in this proportion: 1 troy ounce = $35.1 Therefore, 1 "old" dollar = 1.75 
"Rooseveltian" dollar. 
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| think the above figures ($2-4 billion) are very conservative estimates. We learn 
from various sources that for large objects of socialist industrialization such as the 
Dneproges, the Gorky Automobile Plant, or the Stalingrad Tractor Plant, 
procurement volumes were in the tens of billions of gold rubles (estimated unit). 
Estimates of new facilities and reports on the implementation of projects were 
usually prepared in rubles. In the period from 1924 (when the monetary reform was 
completed in the USSR and the so-called "golden gold piece" was introduced) until 
the beginning of 1934. (when the U.S. reduced the gold content of the dollar), one 
Soviet ruble was equivalent to $ 0.5. U.S. (rounded). This gold dollar parity lasted for 
about four decades. In the mid-1970s the gold-dollar system was abolished, the 
dollar was no longer "tied" to gold. According to our estimates, per large new 
enterprise foreign exchange costs averaged 15-25 million dollars. Among the 9 
thousand enterprises built in the Soviet Union, not more than 5% could be 
categorized as large enterprises. Foreign exchange costs for the creation of other 
enterprises were more modest. But even if we assume that the average foreign 
exchange cost per object of socialist industrialization was equal to 1 million dollars, 
then it turns out that the entire industrialization required foreign exchange to the 
amount of $ 9 billion. 


To give the reader some idea of the currency costs of industrialization, | will give the 
following example. In 1929, the Soviet government contracted with the American firm 
of the famous designer Albert Kahn, Inc. for the construction of 530 plants to the 
amount of $2 billion. The amount is expressed in "old" dollars. In "Rooseveltian" 
dollars it would be about $3.5 billion. And yet this is payment for only 530 
enterprises, or less than 6% of the total number of socialist industrialization sites. 


Let us try to find an answer to the question of the foreign exchange costs of 
industrialization in the official Soviet statistics. In the statistical collection "Foreign 
Trade of the USSR for 1918-1940. (Statistical Review). - M., 1960." singles out in 
Soviet imports that part of it which is called "imports of means of production". In 
modern terminology it is called "imports of investment goods. It should be borne in 
mind that the concept of "import of means of production" is broader than "import of 
machinery and equipment. In addition to machinery and equipment, it also includes 
metals, various industrial raw materials, chemicals, semi-finished products, tools, 
and everything that cannot be directly consumed by humans. In the following, we will 
use Statistics on imports of capital goods. 


The value volume of imports of means of production (investment goods) can be 


considered, as a first approximation, the foreign exchange cost of industrialization in 
the Soviet Union (see Table 6). 
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Table 6. Import of means of production in the USSR, million rubles. (at the rate of 
1950) in the following periods” (total for the period and average for the year, 
respectively): 

1924-1928 -9,850 (1,970); 
1929-1933 - 13,056 (2,611); 
1934-1938 - 4,396 (879); 
1939-1940 - 1,679 (840); 
1929-1940 - 19,131 (1,594). 

* In this table, the five-year periods do not coincide with the official chronology of 
the five-year periods proclaimed by the party and government. Although the first five- 
year plan formally began in 1928, in practice, large-scale financing of 
industrialization began in 1929. Therefore, our chronology of five-year plans has a 
shift of one year compared to the accepted one. 

Source: Foreign trade of the USSR for 1918-1940. (Statistical review). - M., 1960. 


It turns out that for the period 1929-1940. (12 years) imports of means of production 
amounted to 19.131 million rubles. Recall that imports are expressed in rubles in 
1950. In that year a special government decree determined the gold content of the 
Soviet ruble at 0.222 grams of pure metal (rounded). Taking into account that the 
gold content of the U.S. dollar since 1934 was fixed at 0.888 g (rounded), we obtain 
that in dollars of the 1934 sample the import of means of production was $4.783 
million. 


Let us take $5 billion as the very minimum estimate of the foreign exchange cost of 
industrialization in the 1930s. Once again we emphasize that we are talking about 
"Rooseveltian" dollars, which appeared in 1934. In other words, in today's dollars it is 
not less than 500 billion. 


During the period 1929-1940, about 9,000 enterprises were built in the USSR. Thus, 
it turns out that, on average, per enterprise foreign exchange costs amounted to 531 
thousand dollars. 


Is that a lot or a little - 500 million dollars per year at that time? - If we compare it 
with today, then, as we said earlier, we have to add two zeros. That comes out to 
about $50 billion of today's dollars. This is not very much. Let us compare it with the 
Russian Federation today. In 2012 general and special engineering products 
accounted for $103 billion in Russian imports. (32.5%); another $56 billion (17.5%) 
came from transportation. (17.5%) was accounted for by vehicles. Total investment 
goods accounted for $159 billion, or half of the contemporary Russian imports". |n 
principle, this is quite an impressive scale of import of investment goods. However, 
no industrialization in today's Russia even smells. How could the Bolsheviks have 
industrialized with a much more modest outlay of foreign exchange? 
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Industrialization as import substitution. 


The most important sign of the economic backwardness of Russia and then the 
USSR in the 1920s was the dependence on imports for a very wide range of goods, 
both consumer and investment. In 1926-1928 the need for metal-cutting machines, 
presses and steam turbines was satisfied by imports by 60-90%. In 1928 the share 
of imported machine tools in mechanical engineering was 66%’. 


1 Other (apart from investment goods) major imports of modern Russia are 
chemical goods and foodstuffs. 

2 Rosenfeld Ya. S., Klimenko K. |. History of Mechanical Engineering of the USSR 
(from the first half of the 19th century to the present day). - M., 1961. - C. 200-201. 


The need in machinery for textile factories at the expense of domestic production 
was Satisfied in 1926-1927 only by 35%. In 1927, oil production in the USSR 
exceeded the level of 1913 to a large extent due to the use of American technologies 
at the oil fields of Grozny and Baku: drilling wells with a rotary drill, the use of "deep 
pumps" to extract oil from wells and facilities for capturing natural petroleum gas and 
refining it into gasoline, etc.' But even in 1928, due to small export volumes, the 
USSR was able to provide only half of the equipment imports compared with pre- 
revolutionary Russia. And to achieve this, it had to sacrifice imports of consumer 
goods, which decreased 10-fold compared to the pre-war level’. 


1 Khomyakov P. K. The Development of Soviet Industry in the First Decade. - M., 
1928. - C. 33-35, 67. 

2 Orlov |. B. Contradictions of Industrialization: Attempts of Industrialization in the 
Framework of the NEP // "Russia of the NEP" (Russia. Twentieth Century. Studies) / 
Ed. by Acad. A. N. Yakovlev. - M., 2002. - C. 389. 


In general, the party and the government set a course for the development of 
import-substituting industries in order to get rid of the need to constantly seek 
currency and gain independence from Western countries in the future. This is in the 
future. And for the coming years, currency was needed many times more compared 
to what the USSR was earning or had. 


It is important to note that the foundations of industry had already been laid in the 


USSR by the mid-1930s. One could assume that further industrialization could 
provide itself with currency - of course, provided that the newly created enterprises 
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begin to work for exports. But Soviet industrialization was not export-oriented. Its 
task was to create an economy independent of foreign markets. And how could it be 
otherwise, if the Party proclaimed the course of building socialism in a single country, 
when a socialist country would exist in a hostile capitalist environment? The course 
was aimed at import-substitution development and creation of a single national 
economy complex, so the volume of Soviet exports at the end of the 1930s, 
calculated on the basis of the exchange rate of the corresponding years, was not 
much higher than in the late 1920s and not even close to the level of the Russian 
Empire in 1913. It is noteworthy that in the "hottest" years of Soviet industrialization 
(1932-1935), USSR exports calculated at the current ruble exchange rate were 
approximately twice as low as those in 1928-1929. 


However, the positive impact of industrialization on the foreign trade balance of the 
USSR was already evident in the second half of the 1930s: the import substitution 
effect began to take effect, i.e. there was a currency saving. During the period 1929- 
1937, according to official statistics, the production of machinery and equipment in 
value terms increased by more than 13 times (in constant prices of 1926/1927). And 
import of machines and equipment in value terms (in current prices) in 1933 already 
accounted for only 56.7% against 1929. In 1937, import of machines and equipment 
in relation to 1929 decreased to 32.8%’. 


1 Foreign trade of the USSR over 20 years. 1918-1937. - M., 1939. - C. 18. See 
also Table 3 in this paper. 


For some industrial goods as a result of industrialization there was an almost 
complete cessation of imports already after the first two five-year plans. These are 
tractors, automobiles, cast-iron, agricultural and textile machinery, sewing machines, 
magnesite, asbestos, chemical fertilizer, cement, etc. For some of these goods the 
USSR even managed to become an exporter. For example, in 1929 the USSR 
imported automobiles (and parts for them) worth 54 million rubles from abroad. In 
1937 the USSR exported automobiles to the amount of 24 million rubles. As for 
chemical fertilizers, in 1929 there were imports to the amount of 50 million rubles, 
and in 1937 they were exported to the amount of 29 million rubles’ etc. 


Although slow, but under the influence of industrialization the commodity structure 
of Soviet exports began to change. In 1913 the share of machinery and equipment in 
the exports of the Russian Empire was only 0.2%. In 1928 this figure was even less - 
0.1%. And in 1938 already 5% of Soviet exports accounted for machinery and 
equipment’. 


It should be noted that the country's industrial potential was not fully manifested in 
the commodity structure of Soviet exports until after World War Il. In 1950 the share 
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of machinery and equipment in exports was already equal to 16.38%, and in 1954 
rose to 21.5%". 


In general, thanks to industrialization, the Soviet Union was becoming more and 
more self-sufficient, independent of the world capitalist environment. According to 
official statistics, in the 1930s there was a gradual decrease in the proportion of the 
Soviet Union's national economy's production that was exported. | give data on the 
ratio of the value of Soviet exports to the entire gross output of the USSR national 
economy during the first and second five-year periods (%): 

1929 - 3.2; 
1930 - 3.5; 
1931 - 3.0; 
1932 - 2.5; 
1933 - 2.2; 
1934 - 1.8; 
1935 - 1,3; 
1936 - 0,81. 


Currency situation in Russia on the eve of industrialization. 


The situation with foreign exchange earnings and foreign exchange reserves on the 
eve of the first five-year plan was extremely tense. 1929, The state was constantly in 
search of scarce currency: 

- First, for the purchase of consumer goods, from certain foodstuffs to clothing and 
medicine; 

- Second, to support the working enterprises. Soviet industry was in constant need 
of foreign purchases of machine tools, spare parts, special tools and even metal. 


In the period 1924-1928 the foreign trade of the Soviet Union was mostly deficit- 
ridden. During this five-year period the total balance of foreign trade was minus 933 
million rubles. It should be noted that the situation was favorable in the markets for 
the commodities that were traditionally exported from Russia (grain, timber, oil and 
oil products, etc.). The state had foreign exchange reserves to cover imports for a 
maximum period of two months. For example, on January 1, 1928 the gold and 
foreign currency reserves of the State Bank of the USSR amounted to 304.3 million 
gold rubles. A year later their value remained at the same level. 


1 Foreign trade of the USSR over 20 years. 1918-1937. - C. 15. 
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But apart from the task of maintaining a minimum level of imports, the government 
also had other tasks. According to I.B. Orlov, by the beginning of 1929 the USSR 
owed American companies about 350 million dollars’. 


Paradoxes of foreign trade statistics 


Table 7 contains consolidated data on the exports and imports of the USSR both in 
monetary and physical terms. We will need this table for further analysis. 


1 Katasonov V. Yu. Gold in the economy and politics of Russia. - M., 2009. - C. 91. 

2 Orlov I.B. Op. cit. - C. 386-387. It should be stressed that these were loans from 
American private companies and not from the government, because there were no 
diplomatic relations between the USA and the USSR. Only after Washington's 
diplomatic recognition of the Soviet Union did the USSR start using US government 
loans. 

3 Dohan M. R. Soviet Foreign Trade in the NEP Economy and the Soviet 
Industrialization Strategy. MIT PhD Thesis. - 1969. 


Table 7. Foreign trade of the USSR in separate years (million rubles; at the 
exchange rate of the ruble in 1950) 


Period*; Exports; Imports; Balance of Foreign Trade, million rubles; Excess of 


exports over imports by weight (times); Millions of rubles; Weight, million tons: Share 
of means of production (by value), in percent - respectively: 


Export...Import...Balance mlR...Trade surplus mTon... mlRub...Weight mIT...% 


1913S scsvies 5298; .... 24,1; ... 4792; ... .15,3;3 0... 73; .... $506; ... 1,58. 
1920S csssavse De a scecsaxt OF isssccse: O?S siesetwes OF sess: 36; ...... “273 cco 

1924: ......... 1174? coscse Of se 906; ....... 1,0; .... .82; .... .+4268; ... 6,70 

1925? sicscasis 2119;...... 6,23 wis 2882; ..... 5 > Sees & eae -219; .... 3,44 
1926: wn. 2527) wees 7,93 wee 2401; ..... 1,5; 823 we. +36; .... 5,27 
VOZ7 2 veceesevss 2600; ...... 9,6; ..... 2642; ..... Vi85 vies BOF voces -42; .... 5,33 
1928: ......... 2799; ...... 8,9; ..... 3321; ..... 2,0;.... 90;...... -522; .... 4,45. 
1924-1928: 11219; .... 39,3; ... 12152; ..... Gee acca BG cavees -933; .... 4,85. 
1929: 3219; ..... 14,1;..... 3069; ..... Ze nn OO wavs +150; .... 7,05 
VOSO® vescossnes BO 123) saves 2 Ve canes 3690); ..... 2,83 vcs BOF cesccses -78; .... 7,61. 
1S) eee 2827, ..... idl 1 = ae BOOTS aes 3,5; .... 95; .... -1024; .... 6,23. 
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1992 Metsacesics 2004; ..... 18,0; ..... 2454; ..... Qi Sj ce OO) canes -450; .... 7,83. 
1933} ieee A727} eens V7, 9} ccc. 1214; ..... V2 7 ee O4F arias +513; ... 14,92. 
1929-1933; .13389; .... 93,1; ... 14278; .... 11,8) ....915 ..... -889; .... 7,89. 
1934) cnay. T4568 Fie: Laie eee SOF ctiiei TOF ace, OSG isis +648; ... 17,30. 
19352 sigessa: 1281; ...... T7525 cians 841; ...... 27 sess OOF cise +440; ... 14,33. 
WOBGS sesccesce 1082; ...... ere LOY @areree WZ eae OIG fecteae. +5; ... 11,83. 
NOSE» siti cas 1312; ...... 13,0; ..... 1016; ...... SB vail: Doe Sets +296; ... 10,00. 
AOSSr casccase OZ TS sisaneks OO skzchs 1090S ccs yey ese y abaiaes *605 ..°/492: 
1934-1938: 6154; ..... FV 25 30k: 4834; ...... 5,9; .... 91; .... +1320; ... 12,07. 
1OSOe scotiseis AG2» eiedes A Soi, FADS vices O58 sas DO eavrees -283; ... 5,38. 
1940: wo... 1066; ....... 4,6; ..... 1091; ..... AAS 5 OO) viscadiess -25; ... 1,05. 
1939-1940: 1528; ....... Be aiacs 1836; ..... Sep kee Oats -308; ... 1,71. 
1929-1940: 21071; .. 173,25 .. 20948; ... 22,9; .... 913... 123; ... 7,56. 


* In this table the five-year periods do not coincide with the official chronology of the 
five-year periods proclaimed by the party and the government. Although the first 
Five-Year Plan formally began in 1928, large-scale financing of industrialization in 
practice began in 1929. Therefore, our chronology of the Five-Year Plan has a shift 
of one year compared to the accepted one. 

** Russian Empire. *** RSFSR. 

Source Table 7: Foreign trade of the USSR for 1918-1940. (Statistical review). - M., 
1960. 


As Table 7 shows, the vast majority of all Soviet imports were for means of 
production (the rest were consumer goods). Means of production already dominated 
the imports of pre-revolutionary Russia (73% in 1913). Their share in the five-year 
period preceding industrialization (1924-1928) was 81%. 


During the period of industrialization (1929-1940), the share of consumer goods in 
the imports of the USSR decreased to 9%, and the share of means of production 
increased to 91%. In some years of the industrialization period it reached 95%. In 
general, it was impossible to industrialize the country only by changing the structure 
of imports, because the share of consumer goods in imports was reduced to the 
limit. 

The data in Table 7 can be supplemented with statistics on machinery and 
equipment (Table 8). If the share of means of production in import was sufficiently 
stable, the share of machinery and equipment was subject to quite serious 


fluctuations. 


Table 8. imports of machinery and equipment in the USSR in the 1920s and 1930s* 
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Period. Millions of rubles. Share in the total value of imports as a percentage, 
respectively: 
1923, 191 million rubles, 29.3 percent. 


1924 sce. TOF anes cutis 19,2 
1925...... BOO icetarsccctussins 16,6 
192633 PO Dicewentcceniucens 24,0 
1927 neni COS ef cesincndeituies 26,3 
1928...... WADE i cisinateasseiss 30,3 
1929... 1296 ci cciccieseders 33,6 
1930...... Pot Acai oaceleaes 51,2 
VIS hoes DIOS ss icersiecce: 60,1 

1932 :..0%5 is le) s Sees 60,3 
1933...... 1a: Ree reer 50,8 
1934...... DOO cadeaisustyenans 31,9 
ic S16 eee SS eisasiacthsntes 29,6 
1936...... 5G Tvestesstcstatntas 41,5 
TOS 7 ssexs BOO cc cidconsetesics 29,8 
TOSS sas OA, Use seiszedtvinsee 34,5 
LB OO rete cettanteis 38,7 

1940 3s: 79; Oervnertscceecacs 32,4 


* The data in Table 8 are not quite comparable with the data in Table 7. In this table 
the values are calculated on the basis of the current exchange rate of the Soviet 
ruble against other currencies. 

** For these years (1938, 1939, 1940), import values were calculated according to 
different methods from those used for the previous years, so the values for these 
years are not fully comparable with those of previous years. 


At the same time, the indicators of the share of machinery and equipment in the total 
value of imports are comparable for all years. 

Source: Foreign trade of the USSR for 20 years. 1918-1937. Statistical collection. - 
M., 1939. - C. 18; Foreign trade of the USSR. 1938-1966. - C. 26-29. 


On the eve of the start of industrialization (1927-1928) the share of machinery and 
equipment in the total imports of the USSR was equal to 30%. From 1929 this figure 
began to grow rapidly, but already in 1934 it reached the level prior to the start of 
industrialization. The most "shocking" in terms of the value of the purchase of 
machinery and equipment was the five-year period of 1928-1932, when the total 
imports of equipment amounted to 9694 million rubles. In dollar terms it was almost 
$5 billion. 


A serious paradox is the value dynamics of foreign trade turnover of the USSR. It 
did not correspond to the gigantic plans of socialist industrialization. Exports from 
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1929 to 1933 increased by only 19% and imports by 17%. During the second and 
third five-year periods, the value volumes of exports and imports even fell relative to 
the level of the 1924-1928 five-year period. The average annual value of imports of 
means of production during the entire period of industrialization (1929-1940) was 
lower than the annual average in 1924-1928. 


The question arises: how was it possible to carry out industrialization at first with a 
very moderate growth of imports of machinery and equipment, and then with its fairly 
sharp decline? Let us try to compare the average annual imports of investment 
goods in the 1930s with what the USSR had before industrialization began. The total 
imports of capital goods during the five-year period preceding industrialization (1924- 
1928) amounted to 9,850 million rubles. Imports of means of production during the 
first five-year period (1929-1933) amounted to 13,056 million rubles, i.e., it turns out 
that during the first, "shock" industrial five-year period means of production were 
purchased abroad only 32.5% more than during the previous five-year period. These 
facts are not impressive and raise doubts about the reliability of official statistics, 
because 1,500 industrial facilities started in the first Five Year Plan is, as they say, a 
"medical fact" which no one disputes. Things are even more interesting with the 
second Five Year Plan (1934-1938). Imports of means of production during this five- 
year period amounted to 4,396 million rubles. In relation to the pre-industrial five-year 
period it was only 44.6%. 


To explain the reasons for such modest imports of investment goods during the 
years of industrialization, we offer the following two complementary explanations. 


The first explanation. In the years preceding industrialization, the prices of 
machinery and equipment purchased by the Soviet Union were extremely high. And 
this is due not only to world market conditions, but also to a subjective factor. This 
factor in today's Russia is well known to everyone. We are talking about the 
corruption of officials involved in various government procurements, including 
imports. | have read about the subjective factor of the 1920s in several authors. 
Thus, A.B. Martirosyan, a researcher of the Stalin era, analyzes the actions of L. 
Trotsky - the main official in charge of purchasing machinery and equipment abroad 
in those distant years. He writes: "It was after "besa" (as the author calls Trotsky - 
V.K.) was abroad that the West adopted the "principle" of the so-called "gentlemen's 
agreements" to strengthen the robbery of Russia at the expense of incredibly high 
prices for industrial products, especially for electric generators and heavy electric 
motors, without which neither power plants nor factories could be built. Who of those 
who were abroad at that time, except for the head of Glavkontsesskom, could know 
the true extent of the needs of the USSR in these very products, because a failure to 
deliver them because of high prices would mean failure of the entire policy of 
industrialization of the Soviet Union, which Trotsky was especially furious against? 
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Meanwhile, under the mentioned "gentlemen's agreements" the prices were 
recommended to inflate by at least 60-70%, and as a rule - 2-2.5 times. By the way, 
Trotsky at the time also had the right of first signature on foreign trade contracts, 
including the supply of equipment. Naturally, within the sky-high prices there was an 
opportunity for the so familiar to all "kickback" in favor of the same "besa. Thanks to 
intelligence there was even a list of equipment, which was covered by the principle of 
"gentlemen's agreements". But who could tell the West these lists so accurately? 
A.B. Martirosyan further answers his own rhetorical question: L. Trotsky. 


The second explanation. Industrialization was carried out at a time when the world 
Capitalist system entered a phase of crisis. Prices for all kinds of goods on the world 
market began to fall, including machinery and equipment. Many researchers argue 
that this was an extremely favorable time for industrialization. They say that this is 
why the value of imports of machinery and equipment did not change significantly 
compared to the 1920s. They say that the Bolsheviks skillfully took advantage of the 
economic crisis and bought up machinery and equipment on the world market for 
next to nothing (indeed, for some types of machinery and equipment the USSR's 
share of world imports was up to half). And the capitalists were unspeakably happy 
to get something from their class enemies for their stale goods. 


1 Martirosyan A.B. Who brought the war to the USSR? - M., 2007. - C. 253. 


CHAPTER 5. WHERE DID STALIN GET HIS CURRENCY FOR 
INDUSTRIALIZATION? 


In the previous chapter we examined the very complicated picture of the Soviet 
Union's imports of machinery and equipment during the years of industrialization. 
One of the important conclusions of this examination is that payment for these 
imports required enormous amounts of hard currency, which the country did not have 
on the eve of the great breakthrough. What were the sources of currency for 
industrialization? There are several answers to this question. None of them, in my 
opinion, is entirely convincing. Let us analyze the most convincing versions. Most of 
them in one form or another have already been considered by other authors. But 
some are rare, and some look like fantastic. 


VERSION 1. "Soviet exports." 

The essence of the version is that the USSR carried out industrialization solely at 
the expense of the currency received from its exports. It should be noted that in the 
second half of the 1920's the total exports from the USSR was from 300 to 400 
million dollars. The exports provided imports of mainly consumer goods that were not 
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produced in the country. Their imports could not be greatly reduced in favor of 
machinery and equipment. By the way, in the second half of the 1920s the trade 
balance was in deficit, which was covered with gold balances. 


A variation of the Soviet export version is the export of grain (bread). Many serious 
researchers of the Stalinist economy do not even doubt that it was the export of 
bread that allowed industrialization. An authoritative expert on the Soviet economy 
M. Antonov writes: "But where to get this huge amount of money, and not just rubles, 
but gold and foreign currency, which could be used to purchase the necessary 
machinery and equipment for industrialization? They could only be obtained from 
exports, and for exports Russia could offer only one commodity - bread. Both bread 
and money could only be taken from the peasants. And Stalin decided to impose a 
tax on the peasantry, something like a tribute, which is levied on the population of 
the conquered colony. 


1 Antonov Mikhail. Ibid. - C. 140. 


The authors of this version argue that the USSR carried out the forced export of 
cereals, especially wheat, which was in good demand on the world market. Thus it is 
argued that industrialization was carried out at the expense of the peasantry, which 
first in individual farms and then in collective farms grew bread. Then the state 
expropriated bread in various ways, sending it for export and convert it into currency. 
They say on this basis occurred the "famine", which today is blamed on Stalin. 


To begin with, let us note that when industrialization began, grain was not the main 
item of Soviet exports. In 1928, the largest item was fur, which accounted for 17% of 
total exports. Next came: oil and petroleum products (16%), timber and lumber 
(13%), oil (7%). Grain (bread) accounted for only 7% of Soviet exports in 1928." 


1 Soviet Trade. - 1928. - N50. - C. 9. 


Recall that in 1929 the so-called crisis of overproduction began in the capitalist 
world. There was a surplus of grain on the world market at that time, and prices for it 
were plummeting. In America, grain was even burned in the furnaces of steam 
locomotives. It was hard to make a lot of money on grain. A ton of wheat on the 
Chicago Exchange in 1930 fell from $65 to $68 per ton to $8 to $12. Demand and 
prices also fell on other traditional exports from Russia - fur and fur products, timber 
and lumber, flax, oil, etc. Statistics show that the bulk of the collective farms' output 
went to the domestic market rather than to the foreign market. The domestic market 
was the priority. It was more profitable and important to provide the workers in the 
existing factories and factories under construction with bread than to sell it for a 
penny on the world market. 
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Of course, machinery and equipment on the world market also became cheaper. 
And this side of the crisis draws the attention of historians who are trying to prove 
that industrialization in the USSR was carried out at the expense of export proceeds. 
But they forget that at the same time Soviet exports became cheaper and their 
purchasing power decreased’ (ibid.). 


Let us try to understand: what was cheaper: the machinery and equipment imported 
by the Soviet Union, or raw materials and food, which the USSR exported? 


Let us refer to the following Table 9, which is compiled on the basis of Table 7. 


Table 9. Price Indices of Exports and Imports of the USSR in 1929-1938. 
Period...Exports 
(1)...lmports (2)...Value Volume* (3)...Physical Volume** (5)...Price Index*** (6) - 
respectively: 
1929-1933- 119; 237; 0,50; 117; 145; 0,81. 
1934-1938- 55; 181; 0,30; 40; 73; 0,55. 


* The value of exports/imports ((1) : (2)) for the corresponding five-year period in 
relation to the value of exports/imports in the five-year period 1924-1928. 
(five-year period 1924-1928 = 100) 


** Physical volume of exports/imports in the corresponding five-year period in 
relation to the physical volume of exports/imports in the five-year period 1924-1928. 
(five-year period 1924-1928 = 100) 

*** Ratio of export(3) / import(2) value index to export/import(5) physical volume 
index. Export price index (3) = (1) : (2). Import price index (4) = (4) : (5). 

Source: data from Table 7. 


As can be seen from Table 9, since 1929, (when the world economic crisis broke 
out) there was a simultaneous decrease in the purchasing power of Soviet exports 
and a fall in the price of goods imported by the Soviet Union. However, the price 
indices of Soviet exports, consisting of industrial raw materials and some food 
products, fell faster than the price indices of Soviet imports, consisting mainly of 
means of production. In other words, for the USSR in the 1930s there was a 
"scissors of prices," which made it difficult to carry out industrialization. Indeed, 
industrialization was carried out at the cost of a severe overstretch of all forces and 
the mobilization of all resources. While the average annual physical volume of 
exports in the period 1924-1928 was 7.86 million tons, in the period 1929-1940 it 
rose to 14.43 million, i.e., almost doubled. And in 1930 and 1931 it reached the 
record values - 21.3 and 21.8 million tons, respectively. This version should more 
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correctly be called "forced Soviet exports", i.e. the USSR increased the physical 
volume of its exports abroad many times over. 


True, in the late 1930s the physical volume of exports began to decline rapidly: in 
1939 it was 4.3 million tons, and in 1940 - 4.6 million tons. 


For all the strain and overstretch of the USSR, the total balance of foreign trade 
during the years of industrialization 1929-1940 was positive, amounting to 123 
million rubles. (Table 7). From this it can be assumed that purchases of imported 
equipment for the purposes of industrialization in general over the twelve-year period 
were secured by currency receipts from Soviet exports. 


Of course, in some years the USSR's foreign trade had a very large negative 
balance. The record negative balance was recorded in 1931. (minus 1,024 million 
rubles). In such years the deficit of the trade balance of the USSR was covered 
either by foreign credits or by foreign reserves (there could have been a combination 
of both). But in general, the official statistics on foreign trade of the USSR does not 
give us any doubt about the version that goes under number 1. 


But let us not be hasty. Do the official foreign trade statistics really reflect the true 
level of foreign exchange expenditures for industrialization? 


DOUBT NUMBER ONE. Yes, there was a drop in the prices of machinery and 
equipment in the 1930s under the influence of the economic crisis. But the specifics 
of this group of goods is that there are no reference prices for machinery and 
equipment, such as, say, for oil, lumber, grain, or other exchange-traded 
commodities. Could there not be "shadow" prices, kickbacks and other abuses? 
Were not the prices of machinery and equipment understated in the contracts and, 
consequently, in the official statistics? Was it possible that despite the existence of 
the state's monopoly on foreign exchange, some of the foreign exchange payments 
related to the contracts came not from the accounts of the USSR Gosbank and/or 
Vneshtorgbank, but from the foreign banks where the foreign currency was, and 
which only Stalin and his inner circle could dispose of? 


THE SECOND DOUBT. Official statistics may have embellished the data on the 
real export earnings. Some authors also drew attention to this. Goods were exported 
abroad and recorded in the customs and foreign trade statistics, but the real 
proceeds did not come. Goods lay in consignment warehouses abroad for months or 
even years. It should be recalled that earlier we looked at trade balance statistics, 
i.e., Statistics on the movement of goods, not the proceeds from the sale of goods. 
To know the real picture of cash flow, we need balance of payments statistics. And it 
was no longer published in the USSR in the early 1930s. 


R? 


83 


QUESTION THREE. It should also be borne in mind that the foreign trade statistics 
of the USSR reflected the foreign exchange costs only for the purchase of machinery 
and equipment. But there were also services related to design, author's supervision, 
training, etc. According to various estimates, about 30 thousand foreign engineers, 
craftsmen and even ordinary workers took part in the industrialization program of the 
USSR. The latest excavators and cranes were operated exclusively by workers from 
Belgium and Italy, because similar to their qualifications in the Soviet Union workers 
simply did not exist. As S. Sukhobok notes, such foreign workers were paid in foreign 
currency, and from off-budget sources’ and °. 


1 Sukhobok Sergey. Behind the scenes of crises. Industrialization as a swindle. Y. 
3. (http://comments.ua/money/37501 1-kulisami-krizisov.html) live link 

2 Eliseev A. Unraveling 1937. "The Crime of the Century or the Country's 
Salvation? - M., 2009. - C. 70. 


ADDITIONAL DOUBT. Although the West was in crisis, it nevertheless continued to 
exert economic pressure on the USSR. The political goals of destroying or at least 
weakening the Soviet Union prevailed over the goal of bringing the capitalist 
economy out of crisis as quickly as possible. Many of the economic actions of the 
United States and European countries testified to this. Recall that back in 1925. West 
declared a golden siege against the Soviet Union. The Soviet Union was forbidden to 
buy any goods, including machinery and equipment, with gold. This could only be 
done by selling the West its natural resources, including grain. Later, the West 
banned imports of timber and lumber, oil and petroleum products from the USSR, 
leaving only grain. In 1930 France imposed restrictions on imports from the USSR, 
and in 1930-1931 the United States. - THE USA. On April 17, 1933 Britain 
announced an embargo on 80% of Soviet exports? (ibid.). 


How could the USSR, given the combination of such two adverse factors as falling 
commodity prices (including grain) and the Western boycott of Soviet goods, 
maintain at least the same level of export value? | do not rule out the fact that the 
USSR was boosting physical volumes for export and even exporting them outside 
the USSR (for storage in warehouses). But | have doubts that these products were 
sold and provided the necessary foreign exchange earnings. 


Consequently, Soviet exports of traditional goods may not have covered all the 
foreign exchange costs of industrialization. In addition to the usual export revenues, 
there could have been other (unadvertised or even classified) sources. In fact, 
industrialization was carried out at the expense of import surpluses. Thus, in January 
1929, the Politburo approved an export and import plan for the next economic year 
1929/30. However, in addition to this plan, in that year there were super-planned 
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import purchases to the amount of 1.5 billion gold rubles (about 750 million dollars at 
that time). 


Some authors draw attention to this. Thus, S. Sukhobok writes: "In January 1930. 
All-Union Council of National Economy (VSNKh) instructed the USSR Foreign Trade 
to purchase additional raw materials, equipment and materials for the 
implementation of industrialization plans. And this despite the fact that the budget for 
1930 was drawn up and no additional money was provided for in it. 


Nevertheless, purchases for this amount were made. And what is more surprising, 
this operation is not reflected in the balance of foreign trade. But the most 
remarkable thing is that such decisions of the Supreme Economic Council and then 
the Politburo of the Central Committee of the All-Union Communist Party (of 
Bolsheviks) were issued five or eight times each year from 1929 to 1933. And always 
for an amount close to a billion dollars. And not once were these amounts included in 
the official statistical accounts of the foreign trade balance (italics mine. - V.K.). 


Thus, the analysis of VERSION 1 raises doubts that imports of machinery and 
equipment during the years of industrialization were covered exclusively by income 
from conventional exports. Let us now proceed to an analysis of the other versions. 


VERSION 2. "Operation Hermitage." 

So our mass-media and historical literature calls the operation, which consisted in 
selling abroad paintings and other works of art and antiques from the museums of 
the USSR. On this subject several books were written and films were made. The 
most fully described this operation is in the book by Yuri Zhukov, entitled "Stalin: 
Operation Hermitage.” What was the scale of export and sale? The Party and 
government have set a task to the People's Commissariat of Foreign Trade to 
replenish the state treasury 30 million gold rubles by selling paintings, antiques, rare 
manuscripts from the collections of museums - specifically for the tasks of socialist 
industrialization. 


1 Eliseev A. Ibid. - M., 2009. - C. 70. 

2 Zhukov Y. Stalin: Operation "Hermitage". - M., 2005. See also: Osokina E. A. 
Antiques (About the export of artistic values during the first five-year plan) // 
Economic history. 2002. Yearbook. - M., 2003. - C. 233-268. 


Specially created for the operation organization "Antiques" (initially under the 
Gostorg RSFSR, and then transferred to the jurisdiction of the People's 
Commissariat for Foreign Trade of the USSR) managed to receive from state funds 
and send abroad 2,730 paintings of Western European masters. Thank God, the 
crisis began in the West and the demand for paintings fell sharply. That is why 
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almost half of the paintings were not sold: 1,280 returned to the USSR. Some 1,450 
works of art by world-famous painters - Titian, Rembrandt, Rubens, Van Dyck, 
Botticelli, Raphael, Tiepolo, Velazquez, Poussin, Veronese and many others - 
remained for ever abroad, enriching private collections and the collections of state 
museums. Many paintings were sold for half or even a quarter of the price one would 
have gotten before the crisis began. 


One of the largest buyers of paintings from Soviet museums was the American 
industrialist and banker Andrew Mellon. Since 1921, he held the post of Secretary of 
the Treasury of the United States and kept it under three presidents, until the arrival 
of F. Roosevelt in the White House. This millionaire did not enter directly into contact 
with Antiques, but acted through intermediaries and tried not to "shine". After the 
death of E. Mellon in 1937, his paintings, according to the will, became the property 
of the National Gallery of Art USA. 


In 1929, 1,052 objects worth 2.2 million gold rubles, or about $1.1 million were sold 
from the Hermitage. Sales peaked in 1931, when the foreign currency proceeds 
amounted to 9.5 million gold rubles. The crisis deepening in the West finally brought 
down the art market, and the proceeds in 1932 amounted to only 2.8 million gold 
rubles. Apart from paintings, manuscripts, rare coins, engravings, medals, antique 
tableware, etc. were exported. The last big deal took place in 1934, the British 
Museum for 100 thousand pounds sterling (about 1 million gold rubles) was sold to 
the famous "Sinai Codex" - the oldest at the time a complete list of the New 
Testament. As noted by J. Zhukov, for all the works of art and rarities sold abroad 
over six years, the People's Commissariat of Foreign Trade received approximately 
25 million gold rubles, or $ 12.5 million. In 1937, the All-Union trading office 
"Antiques" was completely closed. 


Obviously, such an income from the operation "Hermitage" against the background 
of the foreign exchange needs of the country, amounting to hundreds of millions of 
dollars a year, was a drop in the ocean. This amount (25 million gold rubles) was not 
enough to build even one giant like Kharkov Tractor Works or the Gorky automobile 
plant. 


VERSION 3. "Gold reserves." 

The essence of the theory is that the Soviet Union had a large stock of gold, which 
was used to buy machines and equipment. Where could the Soviet Union have had 
gold? The answers of supporters of this version are summarized as: First, the 
Soviet state inherited the gold reserve from the Tsarist Russia. Secondly, Stalin 
himself established a massive mining of gold, which was almost "from the wheels" to 
go abroad in exchange for machinery and equipment. Thirdly, the Bolsheviks 
additionally accumulated gold from the population at the expense of brutal 
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expropriations, and at the expense of buying gold through the system of Torgsin 
stores. 


However, this version is full of exaggerations and gross distortions. 


First of all, the Bolsheviks did not get all of the gold from the Tsarist government. 
Part of the gold reserves of the Russian Empire had left the country during World 
War | as collateral for military loans, which it received from Britain and the United 
States. In addition, much of the gold reserve was seized by the Whites and 
eventually ended up outside Russia. We are talking about the so-called "Kolchak's 
gold. 


Secondly, the Bolsheviks very quickly "cleaned up" the remnants of the gold 
reserves of Tsarist times. This is a very interesting and little-known story of the early 
years of Soviet power. The gold went through different channels and under different 
pretexts and justifications. Most often - under a complete cover of secrecy’. | have 
called the largest consignments of gold exported by the Bolsheviks abroad "Lenin's 
gold," "locomotive gold" and "Comintern gold. By about the middle of the 1920s, the 
USSR gold treasury was empty. 


1 For more details see: Katasonov V. Yu. op. cit. 


Thirdly, it is true that at the beginning of the 1930s gold mining was restored in the 
USSR. By the mid-1930s the volume of annual production was 80 tons, and by the 
end of the 1930s gold output reached the level of 150 tons as compared with 28 tons 
in 1928". 


Additionally the gold reserve of the state was replenished by the system of Torgsin 
stores. Torgsin (June 18, 1930 - February 1, 1936) - the All-Union Association for 
trade with foreigners in the USSR - was born during the acute currency crisis. At first, 
Torgsin sold antiques to foreign tourists in Moscow and Leningrad and supplied 
foreign sailors in Soviet ports. In December 1930, the list of its clients was expanded 
to include foreigners who had lived and worked in the USSR for a long time. On June 
14, 1931 Torgsin opened its doors to Soviet citizens, who were initially only able to 
purchase scarce goods with gold coins of tsarist minting. At the end of 1931 the 
government allowed Soviet citizens to buy goods at Torgsin in exchange for 
household gold. During 1932-1935 about 98.7 tons more was collected through 
Torgsin, which was about 40% of the industrial gold production in that period. The 
maximum amount of gold accepted from citizens was recorded in 1932 - 21 tons and 
in 1933 - 45 tons. At that time the country was in the throes of a famine and people 
were parting with gold to buy vital food supplies. After the food supply in the country 
improved, the population's surrender of gold began to drop sharply’. 
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An organization known by the acronym OGPU - United Main Political Directorate - 
was also involved in replenishing the state's gold reserves. It was engaged in the 
forcible seizure of gold and other valuables from "enemies of the people. There is no 
data on the total amount of gold seized by the OGPU and the NKVD (in 1934 the 
OGPU was liquidated and its functions were taken over by the People's 
Commissariat of Internal Affairs of the USSR). There are data only for specific years. 
Thus, in 1930. OGPU gave the State Bank of valuables worth more than 10 million 
gold rubles, the equivalent of almost eight tons of pure gold. 


We can assume that from all domestic sources in the USSR during the 1930s there 
was received about 1,500 tons of yellow metal. But there is reason to believe that 
this gold was not used for industrialization at all, and went to increase the gold 
reserves of the USSR. According to some estimates, the gold reserve of the Soviet 
Union on the eve of the Great Patriotic War was equal to 2600 tons”. It turns out 
even more than the total receipt of gold from domestic sources throughout the 
1930s. Some kind of mysticism! It is also difficult not to believe this estimate, 
because it is taken from an authoritative source - a book, co-authored by V.V. 
Rudakov. Valeri Vladimirovich at one time was the first person in our Country in terms 
of gold (he was the head of Gokhran, Glavalmazzoloto, Deputy Minister of Finance in 
charge of gold issues, etc.). We can probably assume that there were external 
sources of replenishing the gold reserve of the USSR. Export of grain does not 
count. It gave very little. You can remember the Spanish gold. The USSR received it 
from the Republicans during the Spanish civil war. According to some reports, in 
November 1936, the USSR Ministry of Finance at the time took 510 tons of Spanish 
gold, but only for safekeeping. However, | will not go on about how the gold reserve 
of the USSR was formed. 


1 Osokina E. Gold Fever in a Soviet way // Native Land. - 2007. - N 9. 
2 Ona. Gold for Industrialization. Torgsin // http://www.fedy-diary.ru/?page_id=3975. 
3 Rudakov V.V., Smirnov A.P. Gold of Russia. - M., 2006. - C. 110. 


The following conclusion is inevitable: the gold for the purposes of industrialization 
Stalin did not use. Stalin preferred to accumulate gold, rather than spend it, even in 
the most difficult times for the country. For those who doubt, | can give another 
figure, which is the official and which no one questioned. In1953, (the year of the 
death of Stalin), the gold reserve of the USSR was equal to 2,049.8 tons. This figure 
proves once again that gold for industrialization purposes was not used or mostly 
was not used, i.e. the country carried out industrialization and at the same time at an 
accelerated rate of increasing the gold reserve. By the beginning of the war, the 
Soviet Union was in second place not only in industrial production, but also in gold 
reserves (after the United States). 
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VERSION 4. "Foreign Loans and Investments". 

This version is quite rare. Some of our historians are sometimes so bad at 
economics that they get confused. They provide some interesting facts and 
examples of participation of various Western companies in the construction of 
various industrial facilities. This participation was in the design of facilities, and the 
supply of equipment, and in the organization of engineering supervision at the 
construction site, and commissioning. The authors call this participation variously: 
"assistance," "investment," etc. But it was neither "assistance," "investment," nor 
"facilitation". It was just business as usual, with Western companies participating as 
designers and consultants, suppliers of machinery and equipment, contractors, 
subcontractors, etc. Sometimes it was all rolled into one. Then the company was 
called a "general contractor". In any case, Western companies did not give us money 
themselves, but earned it by getting it from the customer, which was the Soviet state. 


Just before industrialization, there was some foreign investment in the USSR, 
mainly in the form of concessions. In the 1920s, there were as many as 350 foreign 
concessions, both industrial and commercial. The economic policy of the Party and 
government was not only to carry out industrialization, but also to eliminate the 
remnants of capitalist relations. And the concessions qualified as capitalism in its 
purest form. However, the process of gradual liquidation of foreign concessions 
began as early as 1923 and continued throughout the decade. By the end of the 
1920s, only 59 concessions, 6 joint-stock companies and 27 "operating permits" 
remained in the USSR. The end of foreign concessions was put by the decree of the 
Council of People's Commissars of December 27, 1930, according to which all 
previous concession contracts were annulled (with some exceptions), and the Main 
Concession Committee was reduced to the level of an advisory body. By 1933 all 
industrial concessions’ had been eliminated, and by the mid-1930s all commercial 
concessions, except the Danish telegraph concession and the concessions obtained 
by Japan for fishing and development of coal and oil fields in the Far East. 


As for really long-term loans and credits, they were almost nonexistent. Let me 
remind you that since the late 1920s the capitalist world has been in crisis, which 
then turned into economic depression and stagnation. The exception was the 
production concession of Standard Oil, which was liquidated in 1934. 


Under these conditions, "long" money was extremely difficult to obtain. Especially 
since such money required very high quality collateral, which the Soviet Union did 
not have. There was, of course, a gold reserve, which we mentioned earlier. But 
under Stalin, gold was not used as collateral for international loans. Note, by the 
way, that during the First World War, Russia received loans from Britain, but she 
demanded gold as collateral for loans. Part of the gold reserves of the Russian 


RR 


89 


Empire was taken to the territory of Great Britain as collateral for loans. After the war 
the gold was not returned to Russia, although it did not manage to use the British 
loans in full. Stalin remembered this lesson well. 


There were short-term government loans. In particular, after Washington's 
diplomatic recognition of the Soviet Union, beginning in 1934 the U.S. Export-Import 
Bank (State Bank) began lending to U.S. companies' exports to the USSR. Such 
lending was seen as a measure to help U.S. businesses in times of crisis. There 
were also loans from Germany. One was given in 1931 for 300 million marks (tied for 
four years), another in 1935 - to the amount of DM 200 million: a total of DM 500 
million, or about $170 million. There were even more modest loans from Britain, 
Czechoslovakia, Italy, and Sweden (the latter was already issued in 1940), as well 
as bond placements in the United States and Britain. For example, in early 1934 the 
Soviet Union received $5 million from bond placements in the United States." 


A serious obstacle to Moscow's obtaining large credits and loans was the 
Bolsheviks' refusal to repay their obligations under the credits and loans obtained at 
one time by the tsarist and provisional governments. The Bolsheviks declared this 
immediately after coming to power in 1917. In this connection, by the way, at the 
request of the State Department in March 1934, further placement of Soviet bonds 
on the U.S. market was stopped. The reason for the ban was the just-enacted 
Johnson Act, which forbade loans and credits to countries that had not repaid their 
obligations to the United States under earlier loans and credits. Outstanding 
obligations on loans to the Provisional Government alone were estimated by 
Washington at $180 million. Thus, the USSR was subject to the Johnson Act. 


Nevertheless, these credits and loans did not have a decisive influence on the 
process of industrialization. As the author of one publication on industrialization 
notes, foreign loans in the first five years covered only 3.8 percent of all capital 
investment in the Soviet economy’. This was the second placement of Soviet bonds 
on the U.S. market. The first (for a small amount) was held in 1928; it was semi- 
legal, because at that time Washington refused diplomatic recognition of the USSR. 
The bonds were distributed to individuals through a number of American banks. The 
bonds were issued not by the People's Commissariat of Finance, but by the USSR 
State Bank. 


Obligations on short-term loans to the USSR closed quickly and with the utmost 
accuracy. According to a foreign source, the maximum foreign debt of the Soviet 
Union on December 1, 1931 was 1400 million gold rubles. By October 1935, it was 
reduced to 139 million gold rubles, and in July 1936 it was only 85 million gold 
rubles. However, there is a more authoritative source. In an interview with the New 
York Times correspondent in Moscow, Walter Duranty, in early 1934, Stalin said that 
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the Soviet Union over the past two years has reduced its debt from 1.4 billion to 450 
million rubles. The fact that at the end of the 1930s. Soviet Union had an extremely 
low state foreign debt, testifies A.G. Zverev, who from 1937 to 1960 was the head of 
the People's Commissariat (Ministry) of Finance of the USSR’. 


1 The Role of Foreign Loans in Industrialization of the USSR // 
http://colonelcassad.livejournal.com/1320869.html live link 

2 Dohan M. R. Soviet Foreign Trade in the NEP Economy and the Soviet 
Industrialization Strategy. MIT PhD Thesis. - 1969. 

3 Izvestiya. - 1934. - 4 January. 

4 See: Zverev A. G. Stalin and Money. - M., 2012. 


A small debt of the USSR before the war was connected with the credits received 
from Germany in March, 1935. In March 1935 (to the amount of 200 million marks) 
and in August 1939. In August 1939 (also for DM 200 million). These were probably 
the longest credits the USSR received in the 1930s. The 1935 loan was granted for 5 
years, and on more favorable terms than previous German loans (5% per annum 
instead of 6%)'. Supplies of Soviet goods to cover the loan were to begin in late 
1940 and ended in 1943. The loan of 1939 was given for 5 years at 4.5% per annum 
with the right of orders under it for 2 years. In the first contract year, the USSR had 
the right to make orders to German companies for 120 million marks, in the second 
year - for 80 million marks. The repayment of the loan was to begin only in 1945. 
Thus, most of the last two loans to Germany were not repaid by the Soviet Union. In 
total, the debts of the Soviet Union on these loans were the equivalent of about 140 
million dollars. 


There were also commercial loans, but they did not make a difference. A 
commercial loan is a small delay in repayment of the buyer (customer) obligations 
under the contract. Even the most inveterate enemies of the Soviet Union admitted 
that the Soviet Union performed all its agreements and contracts flawlessly. Western 
companies liked to work with the Soviet Union for the very reason that they dealt with 
state organizations. With the state monopoly on foreign trade on the part of the 
USSR, there were virtually no risks for Western business, and all contracts were 
"closed" on time. 


As for private foreign investment, by definition there could not be any. The NEP era, 
when private capital was allowed in certain doses in the country's economy, had 
already ended. By the end of the first five-year plan, various joint-stock companies 
(although most of them had previously consisted of state shareholders), private 
companies and many kinds of cooperatives had completely disappeared. The few 
concessions involving foreign capital were phased out. Only state enterprises and 
collective farms remained. 
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VERSION 5. "The Geopolitical Project of the West." 

This version is mainly put forward by those who look at the history of the Soviet 
Union through the prism of geopolitics. They argue that the authorship of the project, 
called the socialist industrialization, does not belong to the Bolshevik party, not 
Stalin, but the global financial elite, which in its time prepared and implemented a 
project of socialist revolution in Russia. The global financial elite in the 1920s began 
to prepare for World War II (what are the higher goals of this project, we will not 
discuss now). Indeed, there is a lot of irrefutable evidence that for this very purpose 
the financial oligarchy of the West ("Anglo-Saxons") brought Adolf Hitler to power in 
Germany, and then began to provide all possible assistance in the accelerated 
economic development and militarization of the Third Reich (thus subjecting the 
conditions of the Paris Peace Treaty to complete revision). 


So, the authors of this version argue that the help to Hitler and Germany from the 
world financial oligarchy is only half of its geopolitical project. The second half is the 
assistance to Stalin and the Soviet Union, in order, they say, to then push Germany 
and Russia head-to-head in World War II. | do not want now to dive into a long 
geopolitical discussion. | will pay attention only to the economic and financial side of 
the issue. Indeed, there are countless irrefutable facts proving that the West has 
supported Germany financially since the late 1920s. This support came in the form of 
direct investments, loans and credits, and even the easing and suspension of 
reparation payments imposed on Germany by the Paris Peace Treaty. 


In the literal sense, the West did not provide gratuitous aid to Hitler. Gratuitous aid 
is something else. For example, the Soviet Union after World War II provided 
gratuitous aid to socialist countries (e.g. Cuba) and many developing countries. And 
today's Russia also often provides examples of gratuitous aid. For example, at the 
end of 2013. Russia generously forgave Cuba $29 billion in debt. The West is not 
used to this kind of gratuitous aid. 


As for the participation of Anglo-Saxon capital in Germany's economic renaissance, 
a lot of interesting books have been written on this topic, such as American 
researcher Anthony Sutton's book Wall Street and Hitler's Rise’. 

But we cannot find a single fact proving that the same direct financial support was 
given to Stalin and the Soviet Union. 


At the same time, conspiracy theories are being made that industrialization in the 
USSR was carried out on the initiative and with the financial participation of the 
United States, or that industrialization was the result of bargaining between the 
financial oligarchy of the United States and Stalin. For example, an absolutely 
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fantastic version of A.B. Martirosyan: "The Soviet Union did not have the appropriate 
funds for such a huge purchase (machines and equipment. - V.K.). 


No pumping out of the village, which many people keep pointing at, but which was 
not an end in itself, no belt-tightening, which many also keep talking about, no 
measures of this kind, including the often abused sales of artistic treasures in the 
literature could guarantee such a scale of purchases. To get half of the world exports 
of machinery and equipment to the USSR, one needed, | stress, super-architectural 
funds, which the USSR did not have. But they appeared - as a result of Stalin's 
cunning conversion of the skins of the useless "devil of the world revolution" for U.S. 
investment! Here we have reason to agree, that "Marxism is not a dogma, but a 
guide to action!"* 


1 Sutton Anthony. Wall Street and the Rise of Hitler. - N.-Y., 1976. 
2 Ibid. - P. 101-102. 


Let me explain that by the "demon of the world revolution" A.B. Martirosyan means 
Leon Trotsky, whom in early 1929 Stalin expelled from the USSR. | do not exclude 
that Stalin's decision to expel Trotsky could really count on some political dividends, 
such as the easing of the diplomatic blockade by the West. But the version that 
Stalin managed to "sell" the "devil of the world revolution" to the West for a few billion 
dollars at the time is the limit of human fantasy. To make this version seem more 
plausible, Martirosyan strengthens it with another argument. To quote: "The deal was 
mutually beneficial. Stalin guaranteed not only and not even so much the safe exit of 
Trotsky from the Soviet Union in exchange for American investment, as not to put 
Trotsky on trial in the Soviet court. It is that court, which would have established in an 
open court case all the machinations of "demon" with American capital during the so- 
called Russian Revolution, with all the negative consequences arising from this for 
the United States. Simply put, it was a very subtle blackmail of American (and 
Western) capital on the principle: we know that you brazenly robbed Russia during 
the so-called revolution. We know what funds were used to boost the American 
economy after World War I. 


1 Sutton Anthony. Op. Cit. - P. 93-94. 


It's a good spin. But the argumentation does not stand up to criticism.’ There is a 
saying in the East: "A favor rendered is worth little". Let us even assume that the 
"devil of the revolution" knew a lot and a lot of people. Suppose that global capital 
was terribly afraid of some revelations. But then Stalin had to keep Trotsky behind 
bars, and the West - in fear and twist the American and European bourgeoisie. And if 
the "devil of the revolution" was released, then it is not necessary to pay Stalin. And 
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the fact that these bourgeois brazenly robbed Russia during the so-called revolution, 
was known to all. 


Moreover, at the Genoa Conference in 1922 our delegation submitted to those 
bourgeoisie, a full bill for the robbery in the amount of tens of millions of gold rubles, 
with a detailed inventory. 


Further the author of this version specifies: "On the one hand, Stalin really 
bargained with the American bankers ... about the fate of "besa", and on the other - 
offered to work with their capitals to save them from the planned world economic 
crisis "'. The author, incidentally, attributes to Stalin that he was able to correctly 
calculate the timing of the beginning of industrialization. It began when the United 
States provoked an economic crisis, which, they say, made American bankers and 
industrialists more compliant and forced them to actively participate in socialist 
industrialization. | will leave out of my critique Martirosyan's claim that Stalin not only 
knew when the crisis in America was coming, but that he orchestrated it. Stalin was 
indeed an experienced and talented statesman, but one should not ascribe any 
superhuman abilities to him. 


1 Ibid. - P. 104. 


As for America in the 1930s it is indeed obvious that American firms played a 
special role in the industrialization of the USSR. This is partly evidenced by official 
statistics on Soviet foreign trade, which give a picture of individual countries trading 
with our country (see Table 10). As can be seen, during the years of industrialization 
the main suppliers of goods (above all, investment goods) were Germany and the 
United States, with Great Britain and France following far behind. It is noteworthy 
that in the second half of the 1930s the United States clearly began to outstrip 
Germany: in 1935-1940 American exports to the USSR were 1,330.5 million rubles, 
and German exports were 881.6 million rubles. 


The American firm of Albert Kahn ("Albert Kahn, Inc."), which created more than 
500 industrial facilities in the USSR, is often remembered in particular. Such major 
enterprises in Europe as the Dnepro-GES, the Stalingrad and a number of other 
tractor plants, the Magnitogorsk Metallurgical Combine, the Nizhny Novgorod 
(Gorky) Car Plant were enterprises of American type and origin. The American 
companies General Electric, Radio Corporation of America, Ford Motor Company, 
International Harvester, and Dupont de Nemours became leading foreign partners of 
the USSR. 


But these and many other American firms did not act as investors, but as 
contractors, consultants, and equipment suppliers. They did their business in Soviet 
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Russia with their own money. | do not rule out that Washington was interested in 
strengthening the Soviet Union, giving it a special role in its geopolitical projects. But 
we are not talking about geopolitics now, but about money. The best official 
Washington could do was to loosen hard restrictions on U.S. firms operating in the 
USSR. Let us remember that Washington established diplomatic relations with the 
USSR only in 1933. Despite the fact that US legislation prohibited credits to countries 
which had not repaid their earlier obligations to the US (and the USSR was one of 
them), the Export-Import Bank regularly made loans to US companies for export to 
the Soviet Union. 


Since 1934 about two-thirds of Soviet purchases in the U.S. market were lent 
through the state Export-Import Bank. Once again, these were short-term loans, and 
the recipients were not Soviet foreign trade organizations, but American companies. 
It was the U.S. government's support of its companies, which were competing for 
Soviet orders with European companies. The basis of these lending schemes were 
still contracts, that were paid for at the expense of the USSR. 


Earlier we showed that there was no foreign, including American, investment in the 
USSR in the 1930s. 


Table 10. Imports of the USSR from individual capitalist countries (million rubles; at 
the rate of the ruble in 1950) 

Periods by year: 

Germany, Britain, France, USA - respectively: 

1913- 2276,2; 603,0; 198,6; 275.6. 

1920 - 22,3; 21,0; 0,3; 3,4. 

1923/24 -157,6; 170,6; 8,1; 77,7. 

1924/25 - 357,8; 385,8; 32,1; 703,4. 

1925/26 -613,7; 451,5; 67,3; 425,7. 

1926/27 -563,2; 352,3: 77,4; 508,4. 

1927/28 - 866.1; 165.6; 124.9; 654,4 - (October-December). 

1928- 169,3; 23,4; 21,2; 103,7. 

1929- 678,4; 190,8; 110,4; 617,6. 

1930- 874,2; 279,3; 103,5; 921,4. 

1931- 481,1;  255,7; 52,3; 801,3. 

1932- 142.1; 320,4; 15,1; 110,4. 

1933- 515.9; 1066; 183; 57,8. 

1934- 100,2; 109,2; 40,5; 62,3. 

1935 - 75,6; 78,5; 61,2; 102,8. 

1936- 245,4; 76,7; 33,2; 166,3. 
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1937- 151,3; 47,6; 20,9; 185,6. 

1938 - 50,7; 131,7; 27,3; 308,4. 

1939 - 42,3; 85,1; 11,1; 229,0. 

1940- 316,3; 10,0; 0,6; 338,4. 

Total for: 

1929/1940 -3623,7; 1691,6; 494,4; 3901,3. 

Source: Foreign trade of the USSR for 1918-1940. (Statistical Review). - M., 1960. 


VERSION 6. "Counterfeit Dollars." 

This version emerged back in 1930, when industrialization was in full swing. The 
story of Stalin's so-called "counterfeit dollars" was most fully told by Walter Krivitsky 
in his memoirs.' This story is described by Krivitsky in Chapter 4, entitled "How Stalin 
Counterfeited Dollars," so version 6 can be called Krivitsky's version. 


At the very beginning of 1930, first in Berlin, somewhat later in other European 
cities, and then outside Europe, a large number of counterfeit dollar bills were 
discovered, mostly in $100 denominations. It all began with the Sass and Martini 
Bank in Berlin, through which large quantities of counterfeit dollars were exchanged. 
An investigation was launched. It turned out that the bank had previously changed 
hands and eventually ended up in the possession of persons who were allegedly 
communists or socialists in their beliefs. A suspicion arose that the bank had been 
purchased through intermediaries by Moscow. Allegedly a large production of 
counterfeit dollars had been organized in the depths of the OGPU, and at a very high 
level.’ 


1 Krivitsky V. | was Stalin's agent. Notes of a Soviet spy / Translated from English - 
M., 1991. Walter Germanovich Krivitsky (real name - Ginsberg Samuel Gershevich; 
28.06.1899 - 10.02.1941) - the Soviet state security officer, a high-ranking member 
of the Foreign Ministry of the NKVD, non-returner. Stayed in the West during his next 
trip abroad in 1937. The last years of his life he spent in the U.S., where he wrote his 
memoirs. 


Then the counterfeit dollars in the West were legalized through their people and 
controlled banking structures such as Sass and Martini. The whole operation, 
according to V. Krivitsky, was organized to finance the purchase of machinery and 
equipment for Stalin's industrialization by the Soviet Union. We will not go into the 
details of this fascinating detective story. In the "solid residue" we have the following. 


FIRST, the quality of the forgeries was the highest. The forgeries were not 
immediately detected. The criminals managed to put into circulation a very large 
quantity of counterfeit dollars. It is estimated that about 100 million dollars were put 
into circulation. 
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SECOND, the involvement of Moscow and, even more so, of Stalin in this project 
has not yet been proven. Even despite the fascinating and, one might say, piquant 
details which Krivitsky informs the reader and which give the reader the complete 
illusion that the main organizer of the mass production of counterfeit dollars was 
Stalin and Stalin alone. 


| want to make four comments about Krivitsky's version. 


First, the use of counterfeit money is a proven means of waging war. This tool, in 
particular, was widely used by Napoleon during his numerous wars, including the use 
of counterfeit rubles, when he was in Russia in 1812. Hitler used it just as actively in 
the occupied territories during World War II. The West organized a real blockade 
against the Soviet Union in the 1920s. In addition, the Soviet Union was under the 
sword of Damocles of a new military intervention, that is, an undeclared war was 
waged against the USSR. Why could not Stalin use in this war a weapon proven by 
long experience called "counterfeit money"? No international conventions forbidding 
the use in wars (both declared and undeclared) of such weapons as counterfeit 
money were signed by the Soviet Union. Otherwise, we might end up singing along 
with the enemies of our country, who would (and already do) accuse Stalin of giving 
a decisive counter to Hitler after his invasion of the USSR, using firearms to do so. 


Secondly, even if indeed the USSR had managed to print and place 100 million 
counterfeit dollars, this amount would not be too large and would not radically solve 
the problems of currency support for industrialization. 


Third, even though the quality of counterfeit bills was high, it was difficult to expect 
that counterfeits would not be detected. The effectiveness of the use of counterfeit 
money is inversely proportional to the mass of counterfeits thrown into the market. 
And the mass of counterfeit dollars put into circulation in the late 1920s and early 
1930s was very large at the time. 


Fourthly, there are other, not less convincing (than V. Krivitsky and his followers) 
versions of origin of great mass of counterfeit dollars at the end of 1920th - the 
beginning of 1930th. According to other versions, it was American gangsters, 
German organized-crime groups, and even Georgian criminals. 


The latter version (Georgian criminals) is described by A.B. Martirosyan. He reports 


that the German police, with the assistance of the Soviet OGPU, managed to catch 
the members of this criminal group. 
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He reports, by the way, that the Georgian group acted in the interests of Western 
anti-Soviet circles. In addition to counterfeit dollars, it was engaged in the production 
and distribution of counterfeit Soviet gold pieces in order to undermine the monetary 
system of the USSR. A.B. Martirosyan reports that Georgian criminals were tried in 
Germany, after which they were imprisoned. ' 


VERSION 7. "Expropriation of revolutionaries." 

There is one more version, which is almost never voiced in the mass media. 
Personally | have learned about this version more than 30 years ago from the "old 
men" who not only lived but served and worked in those dangerous 1930s, holding 
rather serious posts’. 


1 Martirosyan A. B. Stalin and the Achievements of the USSR. - M., 2007. - C. 119. 


In the stagnant 1970s and 1980s that version was voiced only in a very narrow 
circle and in whispers. Those people are long gone, but the problem persists. 
Perhaps it is since then that | have maintained a keen interest in the topic of "The 
Sources of Industrialization of the USSR. The details of what | heard from veterans, | 
will not pass on (and | do not remember everything). But the essence of the version 
is very simple: industrialization was carried out at the expense of funds, which in the 
early years of Soviet power "fiery revolutionaries" plundered from the people and 
exported abroad. "Fervent revolutionaries" during the years of the revolution, civil 
war and even "the blaze of the NEP" were very fond of what the "classic" called 
expropriation of the expropriators. However, expropriations were often carried out not 
in favor of the workers' and peasants' state, but in favor of personal pockets or an 
extremely narrow group of people, which included the most select expropriators. 
Everyone probably knows that such cases have taken place. But it is unlikely that 
many people have any idea of the scale of the privatization of state property and the 
property of the exploiting classes by the "fiery revolutionaries. Stalin in the 1930s 
carried out the "expropriation of the revolutionaries" and financed industrialization 
with the foreign exchange proceeds. This version is, at first glance, fantastic. But 
only at first glance. It is not something you can quickly grasp. Therefore, | will devote 
a separate publication to the topic of Stalin's "expropriation of revolutionaries. 


SUMMARY, 

| have only sketched the topic of the sources of industrialization in the 1930s. This 
topic is not one to satisfy only our historical curiosity. The topic is highly topical, 
because the economy of modern Russia is in approximately the same state of 
malaise as the economy of the USSR in the mid-1920s. Russia's industrial potential 
has been undermined, and we need new industrialization. Thank God, we now have 
the experience of socialist industrialization, both positive and negative. And we must 
use it. 
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Of course, to repeat the success of Stalinist industrialization, today we must have a 
lot of things: state planning, centralized management of the economy, an 
independent monetary system, a state monopoly of currency, a monopoly of foreign 
trade, state control of prices, etc. But all this infrastructure of the new economy can 
be created literally in a few years, especially since we do not need to be pioneers in 
this field, and the industrialization itself should be carried out within a decade. 
Everything, as they say, depends on "political will. But a truly nationally-oriented 
political leader of Russia cannot do without the experience of Stalin. 

As for the currency backing of industrialization, we have sufficient resources: 

- first, the foreign exchange reserves of the Bank of Russia; 

- secondly, the foreign exchange resources of our sovereign funds (the Reserve 
Fund and the National Welfare Fund); 

- Thirdly, every year our exports bring in foreign currency revenues in the amount of 
$600 billion, and the foreign trade balance has been steadily positive for a number of 
years; 

- Fourthly, Russian individuals and legal entities have accumulated hundreds of 
billions of dollars in bank accounts, securities, real estate, etc. abroad. The 
overwhelming part of this money has been taken out of the country illegally and 
hidden in various offshore companies. Yes, it is extremely difficult to return all this 
wealth to the control of the state and the people. But it is possible and necessary to 
return it. 

It seems that today there is not enough currency for the new industrialization. But it 
is scattered. Economic mobilization is needed to carry out industrialization. Currency 
mobilization should be an important component of economic mobilization. This 
mobilization is possible only with the establishment of a state monopoly on currency. 
And here again, we may benefit from the invaluable experience of the USSR. But 
this is a topic for a separate discussion. 


CHAPTER 6. THE STALINIST ECONOMY AND STATE MONOPOLY OF 
FOREIGN TRADE. 


| have already mentioned more than once such a feature of the Stalinist economy 
as the state monopoly on foreign trade. Without it there would have been no socialist 
industrialization, no victory of the USSR over Hitler's Germany, and no rapid postwar 
economic recovery. | am afraid that without the state monopoly of foreign trade the 
Soviet Union as a world power would not have survived even a year, instantly turning 
into a second-rate country of the semi-colonial type. State monopoly on foreign 
trade - this has never happened before. 
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Today, the media and economic literature seldom mention the state monopoly of 
foreign trade. And if it is mentioned, it is often in a negative sense. In most 
economics textbooks, students are inculcated with the ideas of liberalism, and this 
monopoly is the bright antipode of economic liberalism. Here is a sample of this 
liberal assessment contained in a textbook on international economic relations: "The 
history of the development of state monopoly testifies that it is an extremely irrational 
way of regulating the economy, just like any monopoly; corruption, paternalism, 
combined with extremely ineffective regulation, flourish under it "'. At the same time, 
there is no clear explanation of what GMWT is in the textbook. 


1 Buglay V. 1 Bugla B., Liventsev N. International economic relations: Textbook / 
Ed. by N. N. Liventsev. 2nd ed. - M.,1998. 


One can only learn about the GMWT from old textbooks and other publications. The 
Great Soviet Encyclopedia (last edition) reads: "State monopoly of foreign trade, 
concentration in the hands of the government of the management of all foreign trade 
of a country." 


It is fair to admit that the presence of the state in the sphere of foreign trade (and in 
general in the sphere of foreign economic relations) was noticeable even under 
capitalism. Capitalism is an economic model of society in which foreign economic 
relations cannot but play a special role. At the stage of formation of capitalism it 
needs protection from external competitors, so the state pursues a policy of 
protectionism. It covers the domestic market with customs import duties. At the stage 
of strengthening the position of capitalism and its expansion beyond national 
borders, the state helps national companies to capture foreign markets and sources 
of cheap raw materials by providing tax incentives, export bonuses, and other 
economic means, and if necessary, providing forceful support by sending warships 
to the shores of countries and territories seized by capitalism. 


"Mature" capitalism simply cannot exist within national borders because of the 
insurmountable contradiction between capital accumulation and the limited solvency 
of the domestic market. In short, the state has always intervened in foreign trade 
and, in part, in the sphere of foreign exchange transactions. As early as the dawn of 
European capitalism, the "mercantilist school" emerged, which justified the special 
role of the state in foreign trade. But at the same time the state never tried to replace 
private capital in the sphere of foreign economic relations, being only engaged in 
their regulation and support of private capital. (That statement is based on the 
assumption that the State and Private Capital are separate entities. Of course they 
are not. The State will do whatever Capital dictates.) 
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Established by the Bolsheviks soon after the revolution of 1917, the state monopoly 
in the sphere of foreign trade (Decree of the Sovnarkom. Soviet Council of the 
RSFSR of April 22, 1918) had no historical precedents. The state became the sole 
and only participant of trade and economic relations, acting as an intermediary and 
buffer between the subjects of the domestic economy and foreign companies. 


State monopoly of foreign trade (SMFT) - there was no such thing yet. 


About the functions of the state monopoly of foreign trade. 


To better understand the essence of GMWT, let us identify its main functions. By 
and large, there are only two of them: a) protective; and b) creative. 


The protective function is to protect the national economy of the USSR from the 
elements of the world capitalist market, from the economic expansion of Western 
monopolies and from all kinds of economic sabotage by imperialist states. 


Note that a dozen years after the introduction of the GMWT in the USSR, a severe 
economic crisis erupted in the world. Even the richest countries in the world (U.S., 
Britain) were very hard going through this crisis, which, incidentally, they were not 
able to fully overcome before the Second World War. Before the revolution, Russia 
also, along with the countries of the West, many times were in a state of crisis, which 
the wind blew in to us from abroad. In the economy of the USSR, thanks to the 
GMWT, there were no signs of crisis in 1929 or in subsequent years. During the 
existence of the GMWT in the USSR (about 70 years) there were many economic 
crises in the world, but thanks to the "buffer" of the GMWT none of them were able to 
have a negative impact on the Soviet economy. 


The importance of protection against Western monopolies of the national economy 
of the USSR was due to the fact that it was predominantly giant monopolies that 
entered the world market. Small and medium businesses were always uncompetitive 
on world markets. Even relatively large domestic enterprises looked dwarfed by 
gigantic Western monopolies and were doomed in advance to non-equivalent 
exchange in foreign trade. 


We will discuss the West's various sabotages against the USSR economy later. 
Again, thanks to the GMWT "buffer", none of them had the effect that their 


organizers had hoped for. 


The creative function was to subordinate foreign trade to the tasks of socialist 
construction and the most effective implementation of the development plans of the 
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USSR national economy. Even after World War II, when a number of socialist states 
appeared on the geographical map and the socialist camp emerged, the SMWT 
became an important tool of international socialist integration. Moreover, thanks to 
GMWT, the Soviet Union was able to provide effective assistance to the countries of 
the developing ("third") world, which had embarked on the path of non-capitalist 
development. 


We have already partially discussed the creative function of SMWT in terms of 
facilitating the effective implementation of plans for the development of the USSR 
national economy in other publications (for example, in the article "On the Sources of 
Industrialization of the USSR"). 


Conditions for the effectiveness of a state monopoly on foreign trade. 


In order to introduce a state monopoly on foreign trade, it is not enough to pass a 
decree. A decree (or a law) may be very correct, but no one will implement it. By the 
way, we must admit that in the first years after the Bolsheviks announced the GMWT 
there were numerous violations of the provisions of the Decree of April 22, 1918. | 
specifically point this out because some of today's patriots and statists call for an 
immediate introduction of a state monopoly on foreign trade in "democratic" Russia 
("Russian Federation"). | am afraid that in this case, "the cart will be ahead of the 
horse". 


So, three conditions are necessary for the introduction of a state monopoly on 
foreign trade. 


1. Political power should be in the hands of forces, which are really focused on the 
creation of a strong and independent state. Moreover, these forces must be oriented 
toward a socio-economic model of society that has nothing to do with capitalism, 
since the GMWT is incompatible with capitalism. 

2. It is necessary to socialize big industry, transport, banking system, i.e., to 
concentrate the commanding heights of the national economy in the hands of the 
political forces outlined above. 

3 The addition of the state monopoly of currency to the GMWT is imperative. 


The Bolsheviks (including Stalin) were well aware of the importance of meeting 
these conditions. And if political power was already in their hands in 1917, then the 
socialization of large industry, transport, banking system required a certain amount 
of time. In parallel with the creation of the GMWT system, the Bolsheviks 
nationalized enterprises and organizations owned by private capital (including 
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foreign capital). The process of socialization was largely completed in the late 1920s 
- early 1930s, when the USSR began industrialization. 


As for the state monopoly of currency (STM), its essence lies in the fact that the 
state concentrates all currency and equivalent values (especially gold) in its hands; 
the state carries out all international calculations. In short, the GVM is a kind of 
"buffer" that protects the domestic monetary system of the country from the world 
monetary and financial system (IMFS). Firstly, the IMFS is a source of capitalist 
elements (the same crises). Second, the West can use the channels of the IMFS to 
conduct subversive activities against the USSR. 


The IMF performs an important creative function - it provides the most effective use 
of the country's foreign exchange resources in order to fulfill the development plans 
of the USSR. This creative function of the GMF was clearly demonstrated in the 
years of industrialization, when the socialist state with limited foreign exchange 
resources was able to ensure the purchase of a large amount of machinery and 
equipment. During the period 1929-1940, about 9 thousand enterprises were built in 
the USSR. Such a miracle of socialist industrialization would have been unthinkable 
without the state monopoly in the sphere of currency and foreign trade. 


Struggle against the state monopoly of foreign trade inside the USSR. 


The provisions of the HMWT even before the October Revolution of 1917 were 
developed by V. |. Lenin. In general, | do not share the worldview of the "leader of 
the world revolution", but in the issue of the MMWT he was absolutely right. Not only 
did he regard the GMWT as the most important condition for building socialism, but 
he also understood perfectly well that without such a monopoly, Russia would finally 
become a colony of the West. 


Within the Bolshevik Party and in the state apparatus not everyone shared the line 
of Lenin and his supporters for consistent implementation of the principle of SMWT. 
Many believed that it was a temporary measure of the era of war communism. After 
the announcement in 1921 of the transition to a new economic policy, there was talk 
that the winding down of the SMWT was beginning. Active supporters of the 
dismantling of the SMWT appeared in the VKP (b), represented by N. Bukharin, G. 
Sokolnikov and N. Pyatakov. 


These prominent party and state figures ("Bukharin's group") and the capitalist 
elements in the country behind them began to push for free communication with the 
foreign market and the replacement of the foreign trade monopoly with simple 
customs protection. "Bukharin's group" also put forward proposals to open a number 
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of ports for free import and export of goods, to limit the monopoly of foreign trade to 

only a small range of goods, to pay rural landlords for their export supplies in foreign 
currency, etc. In 1922 a very serious inner-party struggle broke out over the issue of 
the SMWT. 


The Gosplan became one of the venues for discussions on the GMWT. One of the 
proponents of dismantling the state monopoly in the Gosplan was V. G. Groman. On 
March 3, 1922, he made a report to the Presidium of the Gosplan on the situation of 
Soviet industry. The report was prepared for the Soviet delegation to the Genoa 
Conference (which was to be held in April 1922). According to the report's author, 
the state of industry was terrible: "The general economic decay of the country is 
continuing and intensifying. In order to turn the regressive line of development into a 
progressive one, about 10 billion gold rubles are needed within 3 years. This money 
can be obtained through a real connection of the Russian national economy with the 
world economy. Translated into plain language, it meant that Soviet Russia had to 
sacrifice the state monopoly of foreign trade, that is, its sovereignty in order to get 10 
billion gold rubles! 


1 Cited from: Strumilin S. G. On the planned front. - M., 1958. - C. 259. 


By the way, some opponents of weakening the GMWT believed that free access of 
various merchants and entrepreneurs from abroad to the domestic market would 
facilitate subversion against Soviet Russia. Dmitry Verkhoturov draws attention to 
this aspect: "The monopoly of foreign trade, which Groman proposed to destroy, was 
indeed a Bolshevik fortress. All foreign trade profits went into the pockets of the 
Soviets. It also restricted access to the country for foreigners, among whom could be 
White-guards spies and saboteurs. It was only necessary to raise the barrier of 
foreign trade monopoly, as hundreds and thousands of white officers would go to the 
country and money would flow to overthrow the Soviet regime. 


In December 1922, Lenin wrote a letter denouncing the treacherous nature of 
Bukharin's statements on the issue of GMWT (it was supposed that the letter would 
be announced at the next plenum of the party). The following are excerpts from 
Lenin's notes: 


"Bukharin does not see - this is his most striking mistake, and purely theoretical - 
that no customs policy can be valid in the age of imperialism and the monstrous 
difference between the poor countries and the incredibly rich countries. Several 
times Bukharin refers to customs protection, not seeing that under the specified 
conditions any of the rich industrial countries can completely break this protection. 
To do this, it is enough to introduce an export premium for the importation into 
Russia of those goods that are subject to our customs premium. Any industrial 


1N2 


104 


country has more than enough money to do this, and as a result of such a measure 
any industrial country would break our native industry for sure. 


Therefore all Bukharin's reasoning about the customs policy in practice means 
nothing else than complete defenselessness of the Russian industry and the 
transition to the system of free trade covered with the lightest veil. Against this we 
must fight with all our might and fight right up to the Party Congress, for no serious 
customs policy now, in the age of imperialism, is out of the question except a system 
of monopoly of foreign trade. 


In practice Bukharin becomes the defense of the speculator, the petty bourgeoisie 
and the upper classes of the peasantry against the industrial proletariat, which is 
absolutely unable to rebuild its industry, to make Russia an industrial country without 
protecting it in any way not by customs policy, but only by the monopoly of foreign 
trade. All other protectionism in the conditions of modern Russia is absolutely 
fictitious, paper protectionism, which gives nothing to the proletariat. Therefore, from 
the point of view of the proletariat and its industry, this struggle has the most radical, 
fundamental importance. 


1 Dmitry Verkhoturov. Stalin Against the Great Depression. Anti-crisis Policy of the 
USSR. - M., 2009. - C. 19-20. 


In the end Bukharin's group claims were rejected. The plenum of the Central 
Committee of the Party in December 1922 and the 12th Party Congress once again 
confirmed the inviolability of the state monopoly on foreign trade. 


However, the attacks on GMWT continued. In subsequent years, the Trotskyite- 
Zinoviev opposition opposed the monopoly of foreign trade. It relied on the 
recommendations of some experts from the People's Commissariat for Foreign 
Trade (NKVT) and the Gosplan to divide foreign trade activities into two separate 
parts: socialized (state) and private. The socialized part was to conduct relations with 
the foreign market through the NKVT, and the private part was to act independently 
with the application to it of the permissive and restrictive system. 


Due to economic difficulties in the second half of 1923, and later during the 
completion of the monetary reform in 1924, Sokolnikov, Pyatakov, Preobrazhensky 
and others tried to resurrect in a somewhat veiled form the former plans to provide 
"freedom of doors" for foreign goods and abandon the policy of an active trade 
balance. At the same time, they argued that this was necessary for the success of 
monetary reform (the introduction of the gold chervonets, which they viewed as a 
freely convertible currency). The implementation of such a plan would have led to the 
undermining of industry, because it was then not able to withstand foreign 
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competition. Moreover, the monetary reform would have been frustrated. "...Partial 
opening of the borders," Lenin warned, "carries with it grave dangers in regard to 
currency, for we shall practically find ourselves in the position of Germany, carries 
with it grave dangers in the sense of penetration into Russia, without the slightest 
possibility of control for us, the petty bourgeoisie and all kinds of agents of foreign 
Russia. "' 


1 Lenin and Stalin // Sbornik. VOL. Il. - C. 551; Vol. Ill. - C. 193. 


Beginning in 1925, the key figure in the camp of the GMWT opponents was L. 
Trotsky. In 1925, at the October Plenum of the Central Committee, the Trotskyites 
offered to relax the MLRT regime and relieve the imports of certain goods from the 
control of the People's Commissariat of Foreign Trade. The Plenum declared an 
irreconcilable struggle "against open and disguised sentiments for abolishing or 
weakening the state monopoly of foreign trade, fed, ultimately, by the petty- 
bourgeois forces of our economy." 


In 1927, the Trotskyists put forward the slogan of "maximum expansion of 
economic relations with the capitalist world without any restrictions". The Plenum of 
the Central Committee of the Party, held in October 1927, rejected this slogan. 


The Industrial Party also took part in undermining the GMWT. | do not undertake to 
evaluate the famous trial of the members of this party (among them, in particular, the 
famous economist N. Kondratyev). But a fact is a fact: in one of the points of its 
program the Industrial Party planned the elimination of the state monopoly of foreign 
trade. 


Beginning in 1923, (when Lenin had already effectively retired from all affairs) the 
struggle to preserve and strengthen the SMWT in the USSR was led by Stalin. The 
struggle was both ideological (Stalin wrote and spoke a lot about the GMT) and 
political. After the expulsion of Leon Trotsky outside the Soviet Union, the defeat of 
the "new opposition" (Bukharin, Zinoviev and others) in the USSR, discussions about 
how necessary the state monopoly of foreign trade and how to understand this 
monopoly ceased. Then the mundane work of improving the USSR's foreign trade 
began. We will talk about this work further on. 


The fight against the state monopoly of foreign trade in the USSR from the outside. 
The reaction of the West to the introduction of the MMWT by the Soviets was 


painful. One of the reasons why for several years the West did not decide on the 
diplomatic recognition of the new state was precisely the existence of a state 
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monopoly on foreign trade. At international conferences in Genoa and The Hague, 
the West put frantic pressure on the Soviet delegation to abolish the GMWT in the 
RSFSR. It didn't work. Professor N. N. Lyubimov, who participated in the Genoa 
Conference as an adviser, told us students about this. It was the largest international 
conference on economic and financial issues since the end of the First World War, 
and was held in Genoa, Italy, from April 10 to May 19, 1922 with representatives 
from 29 countries (Great Britain, France, Germany, Italy, Belgium, Austria, etc.; the 
USA refused to attend). The tone at the conference was set by representatives of 
Western countries, who, instead of discussing the real ways to establish economic 
ties with the Soviet state, tried to use diplomatic pressure to get the Soviet 
government to make economic and political concessions, leading to the restoration 
of capitalism in Russia. 


They hoped to force the Soviet state to recognize all the debts of the tsarist and 
Provisional governments, to return to the foreign capitalists the enterprises 
nationalized by the Soviet power or to reimburse the value of these enterprises, to 
abolish the monopoly of foreign trade, etc. The Soviet delegation rejected these 
demands and, in its turn, made counterclaims for compensation to the Soviet State 
for the losses caused by the foreign intervention and the blockade. 


For reference: the pre-war and war debts of Russia were equal to 18.5 billion gold 
rubles. But the losses of the Soviet state as a result of foreign intervention and 
blockade were estimated by Moscow at 39 billion gold rubles, that is twice as much. 
At the same time, wishing to find grounds for an agreement and restoration of 
economic relations with capitalist countries, the Soviet delegation declared at the 
Genoa conference on April 20, 1922, that the Soviet government was ready to 
recognize the prewar debts and to give preference to the former owners for 
concession or lease of the property formerly owned by them, provided that the Soviet 
state was recognized de jure, financial aid was given and the war debts and interest 
on them were cancelled. We failed then to reach an agreement with the West. It took 
several more years until the "recognition streak" of the Soviet state began. Here | 
would also like to point out that the Soviet delegation was ready to make many 
concessions. But denial or even weakening of the SMWT was out of the question. 


Even before the establishment of diplomatic relations with the USSR, some 
Western countries began to trade with our country, but did not recognize the GMT. 
England, the first capitalist country to trade with Soviet Russia, represented by Lloyd 
George, declared that it was willing to trade only with "Russian people" and with 
"Russian cooperative organizations". We had to adapt to demands of this kind. That 
is why in the USSR quite a large number of cooperative organizations were allowed 
to engage in foreign trade, but they were cooperative formally, while in fact they were 
under strict state control. 


1N4A 


107 


All kinds of pressure were exerted on the USSR in order to force Moscow to 
dismantle the GMWT. Among these measures of pressure were the following: 

1) the "golden blockade." 

2) the credit blockade; 

3) the restrictions or bans on the importation of goods from the USSR because of 
"Soviet dumping"; 

4) the same restrictions and bans on the grounds that the USSR uses "free prison 
labor" (another variant: "forced labor") in the manufacture of goods; 

5) the higher import duties on goods from the USSR, licensing of Soviet imports, 
etc. 


The "golden blockade" consisted in the West refusing to accept gold from the 
Soviet Union as payment for imports. And this despite the fact that after World War |, 
by 1925 the gold standard existing before 1914, had already been restored (albeit in 
a truncated form), that is, gold was seen as universal world money. The USSR could 
only cover its import purchases with supplies of natural resources and agricultural 
products, especially grain. Some authors explain the gold embargo by the West's 
desire to create a famine in our country (to force the sale of grain abroad, creating an 
acute shortage of it inside the country). 


The credit blockade was a refusal to lend to the Soviet Union, including trade loans 
(which was considered the norm in international trade). Or loans were granted on 
disadvantageous (in terms of interest rates) and under excessive security. Often the 
introduction of the credit blockade was justified by the fact that the USSR had not 
repaid its debt obligations to the tsarist and interim governments and lost the right to 
obtain new loans and credits. 


The United States spearheaded campaigns against "Soviet dumping" and "forced 
labor." These campaigns were launched by a series of New York Evening Post 
articles on the threat of "red trade"; following this, the government of Hoover, a sworn 
enemy of the Soviet Union, issued a series of administrative and customs acts 
openly directed against Soviet goods, viz: 


1) an order of the U.S. Treasury Department of May 23, 1930, which refers to the 
antidumping law of 1921 and acknowledges that "the sale price of Soviet matches is 
below the true bona fide value thereof," and imposes a special levy on Soviet 
matches with a prohibitive antidumping duty in addition to the regular duty; 

2) A special customs restriction on imports of Soviet asbestos and manganese; 

3) The order of the customs commissioner, approved by the Ministry of Finance on 
February 20, 1931, prohibiting the importation of Soviet lumber and balances from 
four zones of the European part of the USSR: the Kola Peninsula (including the 
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Murmansk Coast), the Karelian Autonomous Republic, the Northern Region and the 
Zyrian Autonomous Region, as from areas where prison labor is allegedly used. 


As an example of discriminatory licensing of Soviet imports and the use of 
increased import duties can be seen in France. On October 3, 1930, a decree was 
issued there, which introduced a system of licenses for imports of major Soviet 
goods. This decree put Soviet goods in worse conditions than those of other 
countries. In 1933 new attempts to discriminate against Soviet goods were made in 
France. They were classified as goods exported from countries with a falling 
currency, and were subject to a special tax (actually duty) of 25% of the value of 
goods. 


Forced recognition by the West of the state monopoly of foreign trade of the USSR. 


The Soviet government often found the necessary countermeasures. For example, 
on October 20, 1930, it adopted a decree on the introduction of a special regime for 
all countries that imposed various restrictions on the USSR's foreign trade. This 
decree played a major role in our struggle against Soviet foreign trade discrimination. 
In particular, the Soviet response quickly dissuaded the French government and by 
July 16, 1931, it was forced to repeal the unfortunate decree of October 20, 1930. 
Later, the French were also forced to repeal an additional 25% duty on Soviet 
imports. 


Our relations with Great Britain were very difficult. In August 1924, a trade treaty 
was signed with Great Britain, which established the principle of mutual most- 
favored-nation treatment and the legal position of the Soviet Trade Representation in 
Great Britain, which meant recognition by the British government of the monopoly of 
foreign trade. However, the Conservative Party, which came to power after Labor, 
refused to submit the trade agreement signed by the Labor government to 
Parliament for ratification. Trade relations with England therefore continued to be 
governed by a temporary trade agreement concluded on March 16, 1921. 


In 1927, our organization called ARCOS' was raided in London, which led to a 
rupture in diplomatic relations between the two countries. After that, London began to 
impose all sorts of restrictions on the importation of Soviet goods. But the break with 
the USSR hit the economy of England itself to a greater extent (especially after the 
outbreak of the crisis at the end of 1929). ' 


1 ARCOS (All Russian Cooperative Society Limited) was an all-Russian 
cooperative joint-stock company. It had its offices not only in Great Britain, but also 
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in a number of other countries. These offices actually served as Soviet trade 
missions. 


In April 1930 England was forced to sign a temporary Anglo-Soviet trade agreement 
with us. 


Other history goes back to 1933. It began with the fact that in March-April 1933 
there was a process in Moscow on the case of English engineers accused of 
sabotage. In response to this trial on April 17, 1933 the British government declared 
an embargo (import ban) on our main export goods to England. This embargo 
covered up to 80 percent of our goods. In response to this action, the Soviet 
Government took the corresponding countermeasures, which caused our orders 
and purchases from England and the chartering of English ships by Soviet 
organizations to fall sharply, with a marked effect on the whole British economy (it 
was in no condition to get out of the crisis). That is why in 2.5 months after the 
embargo was imposed, the British government had to cancel it and renegotiate a 
new trade agreement with the USSR. 


In general, the West reluctantly had to recognize the de facto state monopoly of 
foreign trade in the USSR. However, not only de facto, but also de jure. The Trade 
Treaty with Italy from February 7, 1924 for the first time recognized the monopoly of 
foreign trade and established the full rights of the Trade Representation as part of 
the authorized representative office of the USSR in Italy. In total during the years of 
restoration period our country signed over 40 treaties of various kinds and 
agreements with more than 20 countries. If in 1920 the Soviet country semi-legally 
exported its goods only to 7 countries and imported few goods from 16 countries, 
then already in 1921/22 it exported goods to 17 countries and imported from 31 
countries. In 1924/25 Soviet goods were exported to 33 countries and the goods we 
needed were imported from 38 countries. 


Perhaps the United States resisted the establishment of diplomatic and normal 
trade relations with the Soviet state for the longest time. The ruling circles of that 
country took a sharply hostile stance toward the Soviet state. However, trade 
between the Soviet Union and the United States was still developing. It was 
conducted through Amtorg, a joint-stock company established under the laws of the 
state of New York. The Soviet government granted Amtorg the right to conduct trade 
operations in the USSR. However, the U.S. business community perceived Amtorg 
almost as a trade representation of the USSR in America. Beginning in 1934 (the 
next year after the establishment of diplomatic relations between the United States 
and the USSR) a rapid increase in trade between the two countries began. The U.S. 
was in first place in terms of supplies of machinery and equipment for Soviet 
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construction projects during the Stalin era of industrialization. | wrote about this in my 
article "On the sources of industrialization of the USSR". 


Only thanks to the huge advantages of foreign trade monopoly, which gave the 
Soviet Union the possibility to maneuver flexibly its resources in foreign markets, we 
managed, taking advantage of contradictions between separate capitalist countries 
and monopolies, to overcome periodically organized blockades, boycotts and other 
attempts of the West to hinder foreign trade activity of the USSR. 


Stages of formation and development of the state monopoly of foreign trade in the 
USSR. The stage of "war communism". 


It is possible to distinguish four main stages of the formation and development of 
the SMWT in the USSR: 

1) the stage of "war communism" (1918-1921); 

2) the stage of restoration of the national economy (1921-1925); 

3) the stage of winding down of the NEP and preparation for industrialization (1926- 
1930); 

4) the stage of improvement of SMWT (from 1930 to perestroika in the second half 
of the 1980s). 


Let us elaborate on the first stage. After nationalization of foreign trade in April 
1918, foreign trade was under the jurisdiction of the People's Commissariat of Trade 
and Industry of the RSFSR (until June 1920) and then the People's Commissariat of 
Foreign Trade of the RSFSR (NKVT). Having local branches in various districts of 
the RSFSR, the People's Commissariat for Foreign Trade, in accordance with the 
economic policy of military communism, received export goods from the relevant 
bodies by direct distribution. The NKVT transferred imported goods for distribution, in 
accordance with the import plan, to special distribution agencies. Thus, within the 
country, the activities of the NKVT were not related to commodity-money relations. 

Abroad, the USSR's foreign trade was conducted almost exclusively through 
cooperation, since capitalist countries refused to trade directly with the Soviet State. 
Cooperative bodies (in particular, Centrosoyuz) carried out foreign trade operations 
only with the permission of the NKVT. The activity of Soviet cooperative 
organizations was successfully deployed in Sweden, England and other countries. In 
June 1920 in London there was founded the "All-Russian Cooperative Joint Stock 
Company" (ARCOS), which acted as a representative of the Russian cooperative 
organizations. ARCOS concluded trade deals and agreements, had branches in 
Germany, France, Turkey and the Baltic countries. It was a limited liability company, 
not liable for claims against other Soviet organizations. In 1920-1921 the first trade 
missions were organized. 
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The stage of restoration of the national economy (1921-1925). 


Extensive development of commodity-money and self-accounting relations in the 
national economy led to the formation of a new system of foreign trade bodies and 
participants of foreign trade turnover. In connection with the transition to the NEP, 
the NKVT, People's Commissariat for Foreign Trade, became involved in 
commodity-money relations within the country. It received the right to independently 
procure agricultural products for export, the right to have its own export commodity 
fund, as well as a monetary fund for its trade operations. 


Creation of the Union People's Commissariat for Foreign Trade. 


Before the formation of the Union of Soviet Socialist Republics (USSR) in 1922, the 
Government of the RSFSR concluded several agreements with the Ukrainian SSR, 
the BSSR, Belarus and the ZSFSR, Transcaucasian, on the unification of bodies in 
charge of foreign trade. Under these agreements, a unified People's Commissariat 
was created, which coordinated the foreign trade of the Soviet republics. With the 
formation of the USSR its Constitution stipulated that the management of the foreign 
trade was the competence of the supreme bodies of the Union. 


Gostorg. In 1922 the state trade import-export offices (Gostorgki), established 
under the Council of People's Commissars of each union republic, began their 
activities. Gostorg had the right to purchase abroad, import and sell imported goods 
in the USSR, as well as procurements and procurement in the RSFSR and other 
union republics, export and sale on foreign markets of export goods at their own 
expense and on commission basis on orders and instructions of state, cooperative 
and public organizations, as well as private enterprises and individuals. Large deals 
of Gostorg had to be approved by the trade representatives of the USSR abroad. 
Gostorg could organize its representative offices, branches and offices both in the 
union republics, and abroad. 


The centralized management of the activities of republican Gostorg on the all-union 
scale was absent. Each Gostorg, State Bashkir Trade Union, acted independently in 
the foreign market, which led to parallelism in the work and even to a certain 
competition between them in the foreign market. In 1925 there was a partial 
specialization in Gostorg for individual goods, which to some extent eliminated the 
parallelism in the work. An example of how Gostorgorg conducted their operations is 
the contract concluded in 1922 between Gostorg RSFSR and the Rzhev flax- 
weaving factory. Under this contract the factory undertook to deliver to Gostorg 56 
thousand poods of flax, (917 tons) which Gostorg was to sell abroad. With the 
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proceeds of foreign currency Gostorg bought equipment for the factory abroad. 
Gostorg carried out a significant amount of export-import operations until 1930. 


Non-state organizations were allowed to engage in foreign trade. However, one 
must admit that during this period there was a certain weakening of the SMWT. 
Some state enterprises and their associations received the right to perform foreign 
trade operations in addition to Gostorg. Since 1923 a special list of such enterprises 
was issued, which, subject to strict compliance with the laws on the monopoly of 
foreign trade, could conduct trade operations abroad through their special 
representatives. It was stipulated that such enterprises could sell only their own 
products in foreign markets and buy goods abroad only for their own production 
needs. Resale of goods was prohibited. These enterprises notified the NKVT, 
People's Commissariat for Foreign Trade, about their foreign trade operations and 
could carry out transactions only with the consent of the NKVT. Among the 
enterprises with the right to conduct foreign trade operations were the timber trusts 
"Severoforest", "Petroles", "Dvinoles", "Fanertrest". Other organizations that entered 
the foreign market included the export department "Neftesindikat", "Tea Board", 
"Textile Syndicate", "Rubbertrest", etc. 


A number of state enterprises and organizations that did not have the right to 
independently conduct foreign trade transactions could have their representatives in 
the USSR trade missions abroad. Transactions between these enterprises and 
foreign firms were concluded on behalf of the trade missions. Such enterprises and 
organizations included, for example, "The Main Electrotechnical Administration of the 
Supreme Soviet of the USSR", "South Ore Trust" and others. 


Cooperative organizations. 


Special mention should be made of the participation of cooperative organizations in 
foreign trade. Their role was not insignificant, considering that a number of countries 
agreed to trade only with the organizations of the non-state sector of the economy. 
The primary cooperative organizations could, as a rule, perform export-import 
operations only with the prior permission of the NKVT, People's Commissariat for 
Foreign Trade. Centrosoyuz, which represented the entire cooperative sector of the 
economy, had the right to sell and buy goods directly from foreign cooperative 
associations, provided that its foreign trade activities were coordinated with the 
NKVT and under its supervision. Centrosoyuz could also conclude transactions with 
private firms, but only if it certified that the transaction was more profitable than a 
similar transaction with a cooperative organization. The Centrosoyuz had its 
representatives abroad. The share of cooperation in the exports of the USSR in 
1924/25 was 12.5%, in 1925/26 - 10.4%, in 1926/27 - 7.8%. 
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Mixed joint-stock companies. In order to attract foreign capital to the 
development of Soviet foreign trade, mixed joint-stock companies were also created, 
where both the Soviet state and foreign capitalist enterprises owned the funds. 
However, in all such companies the majority of shares and the decisive vote 
remained with the Soviet organizations. Mixed joint-stock companies were created 
for procurement of export goods in the Soviet Union and their sale abroad, as well as 
for importation of necessary goods to the Soviet Union. The period of activity of joint- 
stock companies was set from 6 months to 20 years. In 1922 were created Russian- 
English societies "Bread-Export Society" (in London), "Russangolles", Russian- 
German societies "Book", "Deruluft", "Deru-metal" and others. The nature of the 
organization and activities of mixed joint-stock companies is illustrated by the 
example of the joint-stock company "Russanglores", 51% of the shares of which 
belonged to the Soviet organization "Severoles" and 49% - to the British "Northern 
Company". The board consisted of three representatives from each side. The board 
was chaired by a Severoles representative. The company was granted concession to 
develop the forest areas for 20 years. The concession agreement stipulated that the 
company had to harvest a certain volume of export timber and export timber 
products. In addition, "Russangloles" must build and put into operation within three 
years a chemical timber processing plant in Arkhangelsk, as well as build and put 
into operation a number of other timber processing plants within the contract period. 
The role of mixed companies in the Soviet foreign trade amounted in some years to 
7-10% for exports and up to 5% for imports. 


The participation of individual foreign firms, allowed to conduct operations in the 
USSR, in the Soviet foreign trade was insignificant. Perhaps the highest proportion of 
organizations of non-state forms of ownership was in the mid-1920s (see Table 11). 


Table 11. Proportion of organizations of various forms of ownership in foreign trade 
of the USSR in 1924/25 (B %) 


Organizations; Export %; Import %- 
respectively: 
- State institutions and enterprises (including trusts): 47.3; 86.6. 
- State joint-stock companies: 31.6; 6.4. 
- Cooperation: 12.5; 3.8. 
- Mixed companies with foreign capital: 5:5; 1.3. 
- Foreign firms: 1.1; 1.3. 
- Private enterprises: 0.7; 0.3. 
- Other: 1.3; 0.3. 


- Total: 100.0; 100.0. 
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It should be emphasized that the effectiveness of the implementation of the 
principle of the SMRT in the country depended to a large extent on the organization 
of the customs service. Initially, the customs service in the USSR worked 
unsatisfactorily. The scale of smuggling (illegal import and export) of goods was 
great. In December 1921, a decree on the fight against smuggling was adopted. 
Economic protection of borders at that time was entrusted to two government 
agencies: the People's Commissariat for Foreign Trade (NKVT) and the State 
Political Directorate (GPU), with the NKVT performing this protection through its 
customs border agencies. In this regard, in a number of customs districts the border 
customs offices were divided into operational-customs and anti-smuggling offices 
and operated under the directives of the GPU. At the end of the second period of the 
establishment of the State Customs Committee, the scale of smuggling was 
dramatically reduced. ' 


1 Koldaev V. M. From the history of the organization of the fight against smuggling 
in the USSR. 1917-1930 // Jurisprudence. - 1970. - N 6. 


Stage of winding down the NEP and preparation for industrialization (1926-1930). 


The second half of the 1920s. - The second half of the 1920s was the time of 
winding down the NEP and preparing for socialist industrialization. New tasks 
required further development and improvement of the organizational forms of Soviet 
foreign trade. The October Plenum of the Central Committee of the All-Union 
Communist Party (of Bolsheviks) in 1925 was an important milestone in the 
reorganization of the USSR foreign trade: "Preserving the system of foreign trade 
monopoly intact, we must at the same time adapt to the changing economic 
conditions and objectives of the Union the forms of organization of foreign trade, 
while necessarily maintaining the absolute unity of all Soviet bodies operating 
abroad... The measures shall copy the following lines: a) preservation of the foreign 
trade monopoly system; b) creation of a more flexible system of special trade 
organizations, simplification and cheapening of the trade apparatus...". 


Specialized joint-stock foreign trade companies. 


More specifically, it was decided to establish specialized foreign trade joint-stock 
companies, which were to serve individual branches of the national economy. The 
joint-stock companies specialized in operations with a certain nomenclature of goods 
(bread, oil, metals, electrical goods, chemical goods, leather, etc.). Joint-stock 
companies largely eliminated the fragmentation and parallelism in exports, although 
they were not, as a rule, monopoly exporters or importers of a given commodity. 
They were called joint-stock companies, but almost all the shares were owned by 
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state organizations, in some cases the participation of cooperative organizations was 
allowed. For example, the founders and main shareholders in the JSC "Exportkhleb" 
were the People's Commissariat of Trade of the USSR, the USSR State Bank, 
Centrosoyuz, Khleboproduct, Selkhozsoyuz and Vsekobank. The other shareholders 
were Gostorg RSFSR, Ukrgostorg, Linocenter, ARCOS, Ukrhleb, Khlebocenter, 
Ukrainobank, Vukospilka and Maslozhirsindikat. The share capital of the company 
was 5 million rubles. State joint-stock companies were a specific form of attracting 
the savings of state and cooperative enterprises and their use for the development of 
Soviet foreign trade. 


Syndicates. Syndicates - organizations that united the trade and financial 
activities of the trusts of the industry - also received the right to perform 
independently on the foreign market. The most famous of them are "Neftesindikat" 
(oil) and "Spichsindikat". 


With the development of foreign trade operations of state joint-stock companies and 
syndicates the role of other state and cooperative foreign trade organizations 
decreased. The share of Gostorg and other state agencies (excluding joint-stock 
companies) decreased from 1924/25 to 1926/27: for exports, from 47.3 to 34.0%; for 
imports, from 86.8% to 54.1%. During the same time the share of state joint-stock 
companies increased: for exports from 31.6% to 59.9%, and for imports from 6.3% to 
34.0%. 


One of the measures to ensure the unity of the work of procurement, purchasing 
and foreign trade bodies during this period was the creation of the unified People's 
Commissariat of Internal and Foreign Trade in 1925. 


The stage of improvement of the state monopoly of foreign trade. 


(From 1930 to perestroika in the second half of the 1980s). 

At the end of the 1920s the USSR had established a system of centralized 
management of the economy on a planned basis and the multiform structure of the 
economy had become a thing of the past. There was a need for a new 
reorganization of the USSR foreign trade system. 


If previously the main task of foreign trade organizations had been the mobilization 
of export resources, now the main task was the sale of goods on the foreign market. 
A radical reform of the credit system required the abolition of some outdated forms of 
money mobilization, such as joint-stock companies. 


115 


116 


In this regard, in 1930 the main reforms in the organization of foreign trade were 
carried out along the following lines: 

- Creation of monopolistic export-import associations; 

- Separation of functions in the procurement of goods and their export; 

- The division of the People's Commissariat of Trade into two independent 
departments: the People's Commissariat of Supply of the USSR and the People's 
Commissariat of Foreign Trade of the USSR. 


Since then, for more than half a century, the system of foreign trade of the USSR 
continued to be based on the state monopoly and did not undergo any fundamental 
restructuring. There were only some minor changes. For example, after the war, the 
People's Commissariat for Foreign Trade (like all other People's Commissariat) was 
renamed a ministry. In 1953, the two allied ministries of foreign and domestic trade 
were merged into the Ministry of Foreign and Domestic Trade (as it had been in 
1925-1930). However, five years later, in 1958, the two ministries were divided 
again. The USSR Ministry of Foreign Trade in this form existed until the collapse of 
the Soviet Union in December 1991. It can be added that after the war, a state 
system of foreign economic relations emerged, which absorbed the state system of 
foreign trade. The State Committee on Foreign Economic Relations was created, 
which, together with the Ministry of Foreign Trade, managed the system of foreign 
economic relations of the USSR. 


The state system of foreign trade of the USSR after 1930. 


In organizational terms, the USSR state system of foreign trade after 1930 began to 
consist of the following main elements: 

- The People's Commissariat (Ministry) of Foreign Trade of the USSR; 

- USSR trade missions abroad; 

- All-Union export-import associations; 

- Chief Customs Administration (transferred to the system of the USSR Ministry of 
Foreign Trade under the Customs Code of 1964). 


In addition, the USSR foreign trade system also included the All-Union Chamber of 
Commerce of the USSR (AUC). Formally, the Chamber had the status of a public 
organization. But in fact it acted in close cooperation with the People's Commissariat 
(Ministry) of Foreign Trade, assisting in the expansion of the USSR foreign trade. In 
particular, the Chamber organized Soviet exhibitions abroad and foreign exhibitions 
in the USSR. 
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As for the People's Commissariat (Ministry) of Foreign Trade of the USSR, the 
agency had a central office and commissioners in various regions of the USSR. Its 
main functions included: 

1) Elaboration and implementation of measures for the development of economic 
relations and improvement of trade of the Soviet Union with foreign countries; 

2) Drawing up plans for foreign trade and ensuring their implementation; 

3) Drafting trade agreements with foreign countries and supervising the 
implementation of these agreements; 

4) Directing and supervising the operations of foreign trade and economic 
enterprises subordinate to the ministry; 

(5) Developing issues of currency and customs policy and issuing licenses for the 
import and export of goods; 

(6) Supervising foreign trade transport, chartering of ships and freight-forwarding 
business; 

7) Administration of customs affairs. 


To perform its functions the People's Commissariat (Ministry) of Foreign Trade was 
in close cooperation with the USSR Gosplan (foreign trade planning), the USSR 
Ministry of Foreign Affairs (development of measures to improve foreign trade with 
individual countries), Vneshtorgbank and the USSR Gosbank (foreign trade 
settlements and development of monetary policy), subordinate all-union export- 
import associations. 


All-Union export-import associations were the main "working" link in the system of 
foreign trade of the USSR. By the early 1980s, the country had about 50 such 
associations, which specialized in certain types of goods. What kind of associations? 
In the field of trade in machinery, equipment, vehicles - "Technoexport", 
"Mashinoexport", "Mashinoimport", "Stankoimport", "Technopromimport", 
"Autoexport", "Sudoimport", "Aviaexport", "Tractorexport" and some others; in the 
field of industrial raw materials trade - "Promsyriemport", "Raznoimport", 
"Sojuzpromexport", "Exportles", etc. In the field of food trade - "Exporthleb", 
"Prodintorg", "Plodoimport", etc. Three associations specialized in providing 
transportation services: "Sofracht", "Soyuzvneshtrans", "Avtovneshtrans". There 
were also some specific associations which were connected with trade in cultural 
goods: International Book, Sovexportfilm. 


The associations operated on the principles of self-financing. In accordance with 
export and import plans the associations received goods from Soviet economic 
organizations at state wholesale prices (without sales tax) and transferred imported 
goods to them at fixed prices. The associations possessed authorized capital within 
which they could be held liable. 
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The associations had limited liability: they did not meet the demands of non- 
residents to the Soviet state, and vice versa, the state did not meet the demands of 
foreign firms to the associations. In the early years, associations made export-import 
transactions almost exclusively through trade missions. Transactions, as a rule, were 
concluded abroad, which caused many inconveniences. After the decisive progress 
of socialist industrialization of the country and strengthening of technical and 
economic independence of the USSR from capitalist countries, the trade practice of 
associations was restructured. The conclusion of transactions was shifted to the 
Soviet Union. Thus, while in 1934 only 8.1% of all import transactions were 
concluded in Moscow, in 1935 their share increased to 76.3%. This measure made it 
possible to reduce the cost of foreign currency to maintain the apparatus abroad, to 
increase the international importance of the State Bank and Vneshtorgbank. But the 
most important thing was that according to the established practice all disputes on 
foreign trade transactions should be settled in accordance with the laws of the 
country where the agreement was signed. Hence, the disputes were settled under 
the laws of the USSR. 


Breakdown of the state monopoly on foreign trade. 


In fact, the state monopoly on foreign trade in the USSR began breaking down four 
years before the collapse of the Soviet Union. On August 19, 1986 was published the 
Decree of the CPSU Central Committee and USSR Council of Ministers "On 
measures to improve the management of foreign economic relations". This decree 
began the destruction of the system of foreign trade that had been taking shape over 
decades. It was issued without serious consideration and provided a wide field for 
machinations and fantastic enrichment at the expense of the state. 


Since January 1, 1987, the specified decree granted the right to conduct export and 
import operations to 20 ministries and 70 major enterprises. Later, the list of 
enterprises with the right to participate directly in foreign trade was constantly 
expanded. Also in 1987, the Law on Joint Ventures was adopted and enacted, which 
effectively provided foreign firms with direct access to natural resources and the 
domestic market of the country. 


A year later, the USSR Ministry of Foreign Trade was abolished and the USSR 
Ministry of Foreign Economic Relations was established, which now only "registered 
enterprises, cooperatives, and other organizations involved in export-import 
operations. The law of 1990 also granted the right of foreign trade to local Soviets. 
According to the "Law on Cooperatives" (1988), a network of cooperatives emerged 
at enterprises and local Soviets engaged in exporting goods abroad, which sharply 
reduced their entry into the domestic market. Many goods in speculation yielded as 
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much as $50 per ruble of costs and were bought from enterprises "at the root". Some 
products (e.g., aluminum cookware) were transformed into convenient scrap for 
transportation and sold as material. According to experts, in 1990 1/3 of consumer 
goods were exported. 


The barrier of foreign trade monopoly in the hands of the state restrained at one 
time export of natural resources abroad at throwaway prices. In the second half of 
the 1980s, the price of a ton of oil on the world market was $100, while the domestic 
price was 60 rubles. (i.e., the purchasing power of the ruble at oil prices was $1.7). 
There was approximately the same ratio for all other resources - timber, ore, 
chemical products, etc., so not only consumer goods were exported, but also raw 
materials, metals, petroleum products, timber and lumber. Crazy money was made 
on everything. 


The decentralization of management of foreign economic relations and the 
weakening of ties between foreign trade organizations allowed Western companies 
to bargain for lower prices for exports of goods by Russian producers and higher 
prices for imports. These facts logically required a number of countermeasures. 


Finally the State monopoly on the implementation of foreign trade and foreign 
exchange operations was abolished with the introduction of the RSFSR President's 
Decree No. 213 of November 15, 1991 "On Liberalization of Foreign Economic 
Activity in the RSFSR", and the State undertook a policy of gradual liberalization of 
foreign trade policy. 


Pursuant to this decree, Russian enterprises were granted the right of direct access 
to foreign markets without special permits and registration, and their foreign trade 
activities could include intermediary operations. Gradually restrictions on exports of 
finished products and then strategically important raw materials were lifted; non-tariff 
restrictions on imports were abolished; internal ruble reversibility on current 
transactions was introduced; authorized banks for currency operations were allowed 
to open currency accounts for all legal entities and individuals. 


It is no exaggeration to say that the dismantling of the state monopoly on foreign 
trade hastened the collapse and demise of the Soviet Union. 

Looking at the sad picture of socio-economic degradation of our country, which has 
been going on for a quarter of a century, for some reason the words of Stalin come 
to mind, which he said back in 1927: "In fact, what would the destruction of the 
foreign trade monopoly mean for the workers? It would mean for them to refuse to 
industrialize the country, to build new plants and factories, to expand the old plants 
and factories. It would mean for them the flooding of the USSR with goods from 
capitalist countries, the curtailment of our industry because of its relative weakness, 
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the multiplication of unemployment, the worsening of the material condition of the 
working class, the weakening of its economic and political positions. 

' And if we want to get out of the dead end of the current liberal "reforms", one of 
the first points in Russia's economic revival program should be the restoration of the 
state monopoly on foreign trade. 


1 Stalin's conversation with the first American labor delegation on September 9, 
1927 // Pravda. - 1927. - September 15. - (N210). 


CHAPTER 7. THE MONETARY SYSTEM OF THE SSR: STATE 
MONOPOLY AND CENTRALIZATION OF CONTROL 


We have already given a general description of the Stalinist economy. It was a 
certain system of relations and institutions, closely related to each other and 
functioning according to certain rules. Within this system, there were subsystems 
that were directly related to money. 


About the monetary system of the Stalinist economy. 


They can be called credit, banking, monetary, and financial subsystems. All 
subsystems were organically interconnected. In fact, they formed a single system in 
which money was created, regulated and it controlled the circulation of money in the 
economy. There was the accumulation of money in special funds and their 
subsequent distribution and redistribution throughout the economy, settlements 
between enterprises and organizations, regulated monetary relations of the country 
with other countries, etc. 


To simplify the description, let us combine the monetary, credit and banking 
subsystems into one, which we will call the monetary system (MS). Another money- 
related system was the financial system, which included the state budget, extra- 
budgetary state funds, enterprise finances and insurance (insurance funds). 


Let us take a closer look at the DCS of the Stalinist economy. From the institutional 
point of view, it is a system of banks and non-bank credit institutions, as well as 
organizations engaged in the general management of the monetary system. From 
the functional point of view, the DCS performs such activities and operations as the 
creation and destruction of money, lending, settlements and payments within the 
country, control over the use of credit resources, regulating the money supply and 
maintaining the stability of the monetary unit, cash operations with cash and 
international settlements. Judging by the names of institutions (various banks), as 
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well as the set of functions, the difference between DCS of Stalin's economy and 
DCS of capitalist countries (as well as modern Russia) cannot be immediately 
noticed. The forms are similar, but the content is different. Let us highlight some 
important features (attributes) of the DCS of the Stalinist economy: 

1) State monopoly in banking; 

2) State monopoly in the sphere of money emission; 

3) High centralization of DCS management; 

4) Subordination of the DCS to the solution of the tasks of social and economic 
development of the USSR, defined by five-year plans, and the task of building a new 
society; 

5) Planning of money circulation; 

6) The DCS control function - permanent control by banks over the current 
financial-economic activities of enterprises (compliance with payment discipline, 
efficiency of use of fixed and circulating capital, validity of loan applications, control 
of execution of loan contracts, etc.) 

7) State currency monopoly; 

8) The use of special methods to maintain the purchasing power of the monetary 
unit (ruble), the security of the money supply 

9) Building up the state gold reserve as a strategic resource; independence of 
domestic money circulation from the gold reserve 

10) Reliance on domestic sources of financing and crediting of the economy 
(savings of the population, domestic loans, etc.) 

11) Two-loop system of monetary circulation. 


Let us take a closer look at the first three features, and at the same time let us 
make comparisons of Stalin's DCS with the modern monetary system of the Russian 
Federation. 


State monopoly in banking. 


This principle was formulated before the revolution by V. Lenin in the form of the 
slogan of nationalization of all banks ("April Theses", 1917). The particular urgency 
of nationalization was due to the fact that Russia's banking sector was under the 
control of foreign capital. Of the eight large private banks, only one (Volga-Vyatka) 
was truly Russian. Foreigners owned 34 percent of the banks' share capital, so the 
nationalization of the banks was supposed to be an act of liberation of the entire 
Russian economy from the domination of foreign financial capital. 


After the October 24, 1917 armed coup, the central office of the State Bank of the 


Russian Empire was seized by the rebels. One of the first decrees of the Soviet 
power was the VTsIK decree of December 27, 1917, on the nationalization of banks: 


171 


LZZ 


banking was declared a state monopoly. All private joint-stock banks and banking 
offices were merged with the State Bank, on the basis of which the RSFSR People's 
Bank was established. 


It is noteworthy that the Bolsheviks began to nationalize industrial enterprises and 
enterprises in other sectors of the economy later, and nationalization was not total. 
They understood the special role of banks in the national economy. In practice, the 
merger of private banks with the People's Bank was not completed until the end of 
1919. True, the state banking system began to collapse under the conditions of the 
civil war and economic collapse. Nationalized enterprises were transferred to budget 
financing. The banking system practically ceased to exist after January 1920. The 
People's Bank of the RSFSR was abolished and its apparatus was transformed into 
the Central Budget and Settlement Department of the People's Commissariat of 
Finance (NKF). 


When the NEP began the People's Bank was restored (in October 1921) under a 
new banner: "State Bank of the RSFSR", in 1923 it was renamed the State Bank of 
the USSR. During the NEP period, the banking sector began to establish state 
(specialized) banks, joint-stock banks, cooperative banks, community banks, as well 
as credit cooperatives, partnerships and mutual lending societies. One of the first 
banks established in February 1922 was Pocobank (Consumer Cooperative Bank). 
A little later that year came the Merchant Bank, then the joint-stock company 
Elektrokredit (two years later it was transformed into a special bank for financing 
electrification and electrical industry - Electrobank). In 1923 the All-Russian 
Commercial Bank was set up to establish commercial relations with foreign banks, 
which were reorganized in the following year as the Bank for Foreign Trade 
(Vneshtorgbank). 


Decrees of January 24 and February 20, 1922 recognized credit and savings 
partnerships, which had existed before the revolution. Then came agricultural credit 
societies, as well as mutual credit societies, which were private institutions. 
Communal banks also appeared. A boom in the founding of banks was in 1922- 
1926. In 1924 the Committee on Banks was set up under the State Bank's Board to 
coordinate their activities. 


During the final phase of the NEP the number of banking and credit institutions was 
extremely large (more than before the revolution). As of October 1, 1929, 1,312 
credit institutions and their branches, not counting more than 10,000 credit and 
cooperative societies, were lending to the national economy’. 


But industrialization and the formation of the Stalinist economy began. As a result of 
the credit reform in 1930-1932 the joint-stock banks were finally abolished and then 
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the credit cooperatives. As for mutual credit societies, they disappeared even before 
the reform began. The reform began with the Decree of the CEC of the USSR and 
the CPC of the USSR "On Credit Reform" of January 30, 1930. The decree 
stipulated that the State Bank concentrated all short-term lending in its hands. Four 
special long-term lending banks were created, which were removed from the control 
of the Gosbank and placed under the jurisdiction of the People's Commissariat of 
Finance. All settlements, payments and cash operations are concentrated in the 
Gosbank. 


1 Finances and Credit of the USSR. - M., 1956. - C. 106. 


As a result of the credit reform the State Bank ceased to be commercial and its 
basic functions were accomplished: 1) planned crediting of the economy, 2) 
organization of money circulation and settlements, 3) cash execution of the state 
budget and 4) international settlements. Needless to say, Gosbank became the 
single issuing center of the Soviet BCS. Then for 56 years (1932-1988) there was a 
state monopoly in the credit-banking system of the USSR. 


State monopoly in the sphere of money emission. 


As for the state monopoly on the issue of money, in fact it was proclaimed from the 
moment the Bolsheviks seized the central office of the State Bank. At first, however, 
the State Bank did not issue any money due to a boycott by the State Bank's 
employees. The Bolsheviks had to make use of old cash reserves, which they were 
not able to obtain at once (due to the resistance of the Gosbank employees). Some 
local branches of the State Bank which the Bolsheviks managed to take under their 
control began to issue their own banknotes. In the territories that were controlled by 
the "Whites", they organized the issue of their own banknotes. In total, on the 
territory of Russia during the Civil War and the intervention, 2,200 kinds of money of 
different kinds (coupons, advance payment cards, coupons, stamps, etc.) and of 
different origin circulated. In short, the country did not have a unified monetary 
economy, the money issue was decentralized. 


The People's Commissariat of Finance in 1921 was instructed to establish a unified 
money issue in the country. The People's Commissariat of Finance began to issue 
"Soviet signs" ("Sovsnaks"). In practice, it was an unsecured issue of paper money 
(treasury notes). With its help, the state covered almost all of its budget 
expenditures. There was a rapid depreciation of "sovznak". The purchasing power of 
"sovznaks" issued at different points differed greatly. The paper mass of "sovznak" 
was motley. Local "self-styled" money was still being issued. Part of the substitution 


172 


124 


of "sovznaks" with gold and silver coins of tsarist minting took place. Foreign 
currency was also circulating in the country. 


The "sovznaks" were replaced by "chervonets", banknotes secured by gold and 
liquid commodity stocks (monetary reform of 1922-1924). In October 1922 the 
Council of People's Commissars of the RSFSR granted the right to issue new 
"chervonets" to the State Bank. In the spring of 1924 Sovznaks were no longer 
issued. Instead of them State Treasury notes were issued (denominations of 1, 3, 5 
rubles), as well as change coins - silver and copper. 


Between the State Bank bills and the treasury notes of the NKF a fixed ratio was 
set: 1 chervonets = 10 rubles. In 1925 the NKF completely transferred the function of 
issuing cash to the State Bank, including the issue of treasury notes. There was no 
contradiction here, because the Gosbank was in the system of the NKF. It is 
believed that from 1925 until the end of the existence of the USSR (that is, for more 
than 65 years) Gosbank was a monopolist in the issue of cash. 


Of course, it is difficult to speak of an absolute monopoly of the Gosbank. There 
were exceptions. In the 1930s, there was a shortage of cash in the field, and some 
enterprises issued (primarily to pay their employees) their own banknotes. But such 
"local" money did not make the weather. Another exception was the so-called 
"occupation money. It could be issued by the military financial services at the end of 
the war in territories liberated by the Red Army from Nazi troops in Eastern and 
Central Europe. 


Perhaps the main exception was that the issue of change was left to the NKF 
(Ministry of Finance), and all the income from this issue went to the state budget. 
The distinction between banknotes and paper treasury notes disappeared in the 
second half of the 1920s. Treasury notes were the same paper signs of credit 
money. By the way, treasury notes are no longer issued in the Russian Federation 
today; only banknotes and change coins are left, which are issued by the Central 
Bank of Russia (Bank of Russia). 


The need of the national economy in cash in the country as a whole and in 
individual areas was determined by drawing up a cash plan of the State Bank. The 
credit plan of the Gosbank set the amount of cash in circulation at the beginning and 
the end of the planned period. The change in this value at the end of the planned 
period meant the issue or withdrawal of money from circulation, determined their 
size. The degree of provision of cash with goods and paid services in the planning 
period was set by the balance of money income and expenditures of the population. 
In the history of the USSR there were times when the State Bank carried out an 
unsecured ("uncovered") issue of paper money to finance state budget deficits. 
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As for the issue of non-cash money, it was not 100 percent state-owned at the time, 
since there were not only state banks, but also joint-stock, cooperative, communal, 
and even private banks (mutual lending societies). Issuing loans, banks could issue 
non-cash (deposit) money. The state gained a monopoly position in non-cash money 
emission in the early 1930s, when the credit reform of 1930-1931 liquidated non- 
state banks. At that time the industrialization of the country began, a two-loop 
monetary system was created, and the scale of non-cash money supply increased 
sharply. The State Bank of Russia became the monopolist in non-cash money issue. 
This situation remained until 1988, when commercial banks appeared in the USSR, 
which received the right to issue credit non-cash money. 


Centralization of the management of the monetary system. 


The central role in Stalin's DCS was played by the USSR Gosbank (which had been 
transformed from the Gosbank of the RSFSR established in October 1921). Gosbank 
worked in very close ties with the People's Commissariat (later the Ministry) of 
Finance of the USSR. Since 1921 Gosbank was a division of the Finance Ministry. In 
1938 the status of the State Bank was upgraded. It became an independent agency, 
directly subordinated to the Soviet of the USSR, and N. Bulganin, a member of the 
Central Committee of the All-Union Communist Party and part-time deputy chairman 
of the Soviet of the USSR, was appointed chairman of the Gosbank. However, in 
1946-1954. Gosbank was again transferred to the Ministry of Finance; but from 1954 
until the end of its existence Gosbank had the status of an independent agency 
equal to the ministry. 


In 1940-1941 years another credit reform was being prepared. However, it did not 
imply any institutional changes and was aimed at improving and expanding crediting 
of the national economy in the existing banking institutions. The reform did not take 
place due to the beginning of the Great Patriotic War. In the period 1932-1988, there 
were only some adjustments in terms of the set of institutions of the banking sector 
of the USSR, their functions and powers. But all of them were necessarily state- 
owned. The State Bank was expanding its network of territorial institutions and cash 
settlement centers. 


There was an increase in the centralization of the management of the BCS in the 
State Bank. Perhaps the last act of centralization occurred in 1959-1960 when the 
country's credit system was reorganized. In April 1959 part of the operations of 
Selkhozbank, Tsekombank and local communal banks were transferred to the State 
Bank (all the aforementioned banks were abolished). The State Bank undertook the 
financing and crediting of agriculture, forestry and consumer cooperatives, as well as 
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banking services for the population, which had previously been provided by the 
communal banks. With the liquidation of the cash economy of local communal 
banks, Gosbank became the single cash center of the country. Previous interbank 
settlements were replaced by intrabank settlements (within the State Bank). The 
structure of the State Bank at that time was logically completed. The fact is that the 
Gosbank system had republican offices in all union republics, except for the RSFSR. 
In 1959 the Russian republican branch of the State Bank finally appeared. In 1960 
the State Bank began to draw up plans to credit long-term investments. In 1962 
savings banks, which had previously been under the jurisdiction of the USSR 
Ministry of Finance, were transferred to the State Bank. 


Only Prombank was left of the long-term investment banks (some of the functions 
of the abolished banks were also transferred to it). It was reorganized into the All- 
Union Bank for Capital Investment Financing and was called the Stroybank. This 
bank serviced capital construction in all sectors of the national economy, and was 
transferred from the management of the USSR Ministry of Finance to the direct 
supervision of the government. Stroybank had a lower status than Gosbank. 
Whereas Gosbank was equivalent to a ministry and the chairman of the Gosbank 
was a member of the USSR Council of Ministers, Stroybank had the status of a 
union agency and its chairman was not a member of the government. 


It should be noted that it was not always possible to accurately determine the 
division of rights and responsibilities of the State Bank and the Stroybank. There was 
some duplication and in some cases there was a desire to shift some of the functions 
to its partner. Gosbank had a more extensive branch network than Stroybank, so 
Gosbank had to take over lending and financing of some enterprises and facilities. In 
the 1980s there were opinions that it was necessary to continue centralizing the 
banking sector by merging Stroibank with Gosbank, and within a single bank 
("megabank") to deepen the specialization of individual units and continue expanding 
the branch network. These plans were not deeply justified because perestroika 
began. 


There was also a third state bank, the Bank for Foreign Trade (Vneshtorgbank), 
which was engaged in foreign trade crediting, international settlements, and 
operations with foreign currency, gold and other precious metals. Vneshtorgbank 
was intended to ensure the state monopoly of foreign exchange, which was initiated 
by the decree of the RSFSR SNK of April 22, 1918. 


"On the nationalization of foreign trade". Formally, Vneshtorgbank was 


referred to everywhere as a "joint-stock bank". But in fact the only shareholder was 
the State Bank of the USSR, so the Bank was perceived as a structural subdivision 
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of the State Bank. The head of Vneshtorgbank was also Deputy Chairman of the 
State Bank. 


State monopoly and centralised management of Vneshtorgbank began to unravel 
under the guise of reorganising the banking system in the course of perestroika. At 
the first stage (1987) of the reorganization a new structure of state banks was 
created. The central place in the system was still occupied by the USSR Gosbank. It 
was supposed to separate the emission function from the function of lending to the 
economy. The functions of lending to enterprises and organizations were transferred 
to a number of specialized banks: the Industrial and Construction Bank 
(Promstroybank), the Agroindustrial Bank (Agroprombank), the Bank of Housing and 
Communal Services and Social Development (Zhilsotsbank), the Bank of Labour 
Savings and Crediting of the Population (Sberbank) and the Bank of Foreign 
Economic Activities (Vnesheconombank). Promstroibank was created on the basis of 
Stroybank and Vneshekonombank was created on the basis of Vneshtorgbank. 


There were many opponents to this kind of reorganization, who warned that it would 
create serious costs for the economy. There were quite a few conflicts about the fact 
that a number of specialized banks did not have necessary material and technical 
and personnel basis at their locations. The branch network was redistributed, 
primarily the network of Gosbank and, to a lesser extent, Promstroibank. The system 
of interbank settlements had to be returned to. 


The costs of money circulation and monetary settlements increased sharply, the 
banking apparatus began to grow, also the total cost of wages and salaries. The 
State Bank became involved only in the allocation of resources at the top level, not 
being able to influence the implementation of credit plans. 


In 1988-1989 laws were passed authorizing the creation of cooperative and private 
commercial banks. The government declared that the country was creating a two-tier 
banking system. In 1988-1989, 150 cooperative and commercial banks were 
registered in the Soviet Union. The authorized capitals of these banks were formed 
mainly at the expense of industrial enterprises, which were given great "market" 
freedoms in the management of their monetary funds. Several specialized state 
banks (the largest among them Promstroibank) were corporatized and privatized, 
and many of their branches turned into independent commercial banks. As of 
January 1, 1992, 1,414 commercial banks were operating in the country, of which 
767 were established on the basis of former specialized banks and 646 were newly 
formed. There were only 24 large banks (with authorized capital of over 200 million 
rubles). Almost 3/4 of all banks (1,037) were in the category of small banks 
(authorized capital of 5 to 25 million rubles). 
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The centralization of the management of the DCS was finally destroyed in 1990, 
when in the RSFSR there was created an independent State Bank. In the RSFSR 
there was dual power, which ended only in 1992. After the collapse of the USSR 
State Bank of the USSR was abolished and the State Bank of the RSFSR was soon 
transformed into the Central Bank of the Russian Federation (Bank of Russia). 


On today's multiform banking system in Russia. 


What is the position of the state in the banking sector of the country today? Our 
banking sector is considered to be mixed ownership. 


The Central Bank of the Russian Federation, or Bank of Russia, is considered to be 
analogous to the Gosbank of the USSR. It is the top tier of the banking system. It is 
considered to be a state institution. Indeed, from a formal-legal point of view, the 
Central Bank is really State, because the authorized capital is formed by the state. 
But at the same time, strangely enough, the Central Bank does not belong to the 
category of state management bodies. According to the constitution, it does not 
belong to any branch of state power. And the Federal Law on the Central Bank 
states that the Central Bank is not liable for the obligations of the state, while the 
state is not liable for the obligations of the Central Bank. 


Advocates of "market" reforms repeat the liberal mantra that our Central Bank should 
be independent from the state, the only way it can perform its functions. In fact, our 
Central Bank cannot have absolute freedom. Under the guise of independence, the 
Bank of Russia is strictly subordinate to the U.S. Federal Reserve. 


| have written about this many times and | refer you to my publications. The Federal 
Reserve, relying on the monopoly position of the dollar, seeks to establish effective 
control over the monetary systems of all countries in the world, including Russia. 
Under Stalin our state was the monopolist in the monetary system of the country, 
today such a monopolist is the Federal Reserve System - a private corporation 
owned by a small handful of global oligarchs. The Central Bank of Russia is only a 
branch of the Federal Reserve. 


It is believed that the Central Bank of Russia is a monopolist in the issuance of 
cash (rubles). This is spelled out in the Constitution of the Russian Federation and in 
the Federal Law on the Central Bank. This is de jure. De facto, the CBR is only a 
representative of central banks that issue reserve currencies - primarily dollars and 
euros. The Central Bank of Russia issues rubles in the course of buying foreign 
currencies, which are deposited in its international reserves. Russia has created an 
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emission mechanism that works not to provide loans to the domestic economy and 
the Russian budget, but to serve Western economies. 


After all, the accumulation of foreign currencies in international reserves of the 
Central Bank is in fact interest-free crediting the economies of those countries where 
reserve currencies are created. Such mechanism of emission of national money is 
inherent to dependent countries, semi-colonies. It is called the "currency board". It is 
difficult to call rubles a national money. In fact, it is "green dollars", repainted in the 
national colors of the dependent country called the "Russian Federation". 


Now about the commercial banks, the number of which in Russia today is almost 
one thousand. Formally, these are banks with different forms of ownership: private, 
cooperative, foreign and state. There is even an expression: "the multiform banking 
system of the Russian Federation". Indeed, there are private banks that are 100% 
owned by Russian investors (shareholders). Every week we learn that such and 
such a Russian bank has cashed out a billion rubles, such and such a bank has 
announced its bankruptcy, leaving depositors "with nothing" (of course, the 
bankruptcy is false), such and such a bank has taken its assets abroad, etc. Private 
banks, by definition, are ideal machines for making money out of thin air and stealing 
from customers, especially in a market environment, especially when they are 
supervised and actually covered by the Central Bank, which is not turned towards 
the domestic economy, but towards the West. By the way, it has been given the right 
of legislative initiative on issues related to money, credit and finance. He has a 
significant role in the fact that Russian banks can "drive" their money across the 
border (removing all restrictions on cross-border movement of capital). Similarly, all 
restrictions on the conversion of non-cash money into cash, etc. have been 
removed. In other words, in Russia there is a model of DCS, which is ideal for 
thieves, crooks, corrupt officials, domestic and international organized crime. Private 
banks cannot make us richer with you by definition, they can only rob us. 

We also have foreign banks (with varying stakes in the capital). By the way, the 
share of foreign capital in the total share capital of Russian banks is close to 30%. 
This is officially. But not officially, taking into account the dual citizenship of some 
shareholders, front men and complex, multi-level capital participation schemes, it 
can be as high as 50%. The presence of foreign capital in the banking sector of 
economy is much more dangerous than in any sector of the economy, because any 
commercial bank is an issuing institution that issues non-cash (credit, deposit) 
money. Money is the most important attribute of state sovereignty. If foreigners have 
access to their issue, national sovereignty is threatened. 


We also have state banks. Among the state banks are such Russian giants as 


Sberbank, Gazprombank, Vneshtorgbank (VTB). First, in these banks, state 
participation is partial. There are private shareholders, including foreign ones. 
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Moreover, it is doubtful to call Sberbank a state bank at all, because the state is 
understood there as a shareholder such as the Central Bank. Secondly, the mixed 
public-private form of ownership in any sector of the economy under our corrupt and 
comprador government is the most ideal form for siphoning money from the state 
budget and the public sector of the economy into the private pockets of our 
kleptomaniacs. 


Regardless of the form of ownership of the banks that make up the second tier of 
the Russian banking system, they are all "geared" for profit, i.e. they are designed 
not to increase the general welfare, but to redistribute public wealth in favor of their 
owners (shareholders). The bank in a market economy turns into a kind of cancerous 
cell, destroying the once healthy body. What is the difference between a cancer cell 
and an ordinary cell? A normal cell participates in metabolic processes, leaving only 
a small part of the substances passing through it for its own nutrition, the greater part 
it passes on through complex chains. In this way a uniform supply of nutrients to all 
parts of the body is carried out. But the cancer cell begins to retain and accumulate 
all incoming substances, blocking the nutrition of the whole body. Sooner or later the 
organism affected by the cancer cells dies. If we don't get rid of the market banks, 
the cancer cells, then our economy and our society are doomed to perish. 


| think that no additional evidence and facts need be given to feel the difference 
between the state banking monopoly of Stalin, which worked to strengthen the 
economy of the country, and the current multiform banking system of the Russian 
Federation, which, like cancerous metastases, destroys our country. 


CHAPTER 8. "STALIN'S GOLD" 


The theme of the gold stock of the USSR attracts many historians, economists, 
writers, and even filmmakers. The subject is shrouded in many mysteries, which 
creates the basis for a flight of fancy, creating different versions and hypotheses. 
Even today, when many archives are open, the subject of Soviet gold remains terra 
incognita. 


Gold holdings in the Russian Soviet Federative Socialist Republic: a general picture 
over seventy years. 


The subject is very multifaceted. It includes the issues of extraction of the yellow 


metal, its accumulation by the state and the people, industrial use of gold, import and 
export (transboundary movement) of the precious metal. The transboundary 
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movement of gold, in turn, leads us to the issues of foreign trade, gold smuggling, 
the monetary system of the USSR, the foreign policy of the Soviet Union and the 
international gold market. 


Let us try to reconstruct the "gold" picture of our 70-year history. Particular attention 
should naturally be paid to the period of the Stalinist economy, not only on the basis 
of formal principle (since the book is devoted to the Stalinist economy), but also 
because the Soviet gold policy during this period was very different from what it was 
before the Stalinist economy and after it. 


We begin our review with gold reserves - the official (state) stock of the yellow 
metal on the balance sheet of the financial department (first the People's 
Commissariat of the RSFSR and the USSR, and then the USSR Ministry of Finance) 
and the Gosbank (first the RSFSR and then the USSR). Official data on gold 
reserves in the Soviet period were published for about a decade after the revolution 
(until 1933), after that they were completely classified and they kept that status until 
the end of the existence of the Soviet Union. Data on gold reserves after 1933 is very 
sketchy. Individual estimates of state gold reserves of the Soviet Union, which were 
published abroad, were purely approximate in nature. They were formed on the basis 
of comparing the volume of yellow metal production in the Soviet Union (according to 
indirect data - from the open press, as well as data from Western intelligence experts 
made approximate estimates of gold production) and the volume of its exports to 
other countries (export estimates were also classified and were of an expert nature). 
The most complete picture for the whole period is Timothy Green's overview of 
official reserves in different countries (World Gold Council, 1999), IMF publication 
"The Structure and Operation of the World Gold Market" (1993) and some Russian 
publications. We use these sources to compile Table 12, which gives a general 
picture of the country's gold reserves for most of the Soviet period. 


TABLE 12. Gold reserves of the USSR 
Period (by year). Volume (in tons) - respectively: 
1925 - 141,0. 

1926 - 141,2. 

1926 - 18,7. 

1927 - 127,5. 

1928 - 178,6. 

1929 - 138,2. 

1930 - 221,1. 

1931 - 374,3. 

1932 - 493,7. 

1933 - 525,2. 

1935 - 626,0. 
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1953 - 2049.8. 

1969 - 1040,4. 

1972 - 1486.6. 

1975 - 1108,1. 

1978 - 760,6. 

1981 - 581,6. 

1984 - 577,2. 

1985 - 719,5. 

1986 - 587,4. 

1987 - 680,9. 

1988 - 785,3. 

1989 - 850,4. 

1990 - 784,0. 

1991 - 484.6. 

Sources: Green T. Central Bank Gold Reserves. An historical perspective since 
1845. World Gold Council. - November 1999; Green T. The Prospect for Gold: the 
View to the Year 2000. - 1987. - P. 93; The Structure and Operation of the World 
Gold Market IMF. Cassation Paper 105. - 1993. - Sept. - P.12; Ruble exchange rate 
issues. - Moscow, 1958; Borisov S. M. - Gold in the modern world. - M., 2006. - C. 
133; The State Bank of the USSR. 1924/25 year. - M., 1926. - C. 20; Vestnik 
Finansov. - 1929. - N 11-12. - C. 158; Finance. - 2002. - N 6. - C. 70. 


"Golden exodus" from Soviet Russia (1917-1925). 


There is no data on official reserves of gold in the very first years of Soviet power, 
but we can assume that the gold treasury of the state was rapidly emptying. For 
reference: as of December 31, 1913, the gold reserve of the Russian Empire, 
according to official data, was 1,233 tons. In addition, at this time in circulation were 
382.5 tons of gold coins. In total, together with the coins in circulation, the gold in 
Russia was 1,312.5 tons. This was a record amount of gold in the history of Russia 
by that time. On the eve of World War | Russia was in second place after the United 
States in terms of official gold reserves (54% of the United States level), ahead of 
such countries as Germany, France, Great Britain and Italy. 


During World War |, Russia had to say goodbye to part of its gold reserve (the main 
loss was the gold that had been sent to England as collateral for British loans). At the 
time of the Bolshevik seizure of power in 1917, there were approximately 850 tons of 
gold in the state treasury. In 1925, the gold reserve of the USSR was only 141 tons. 
So, the net loss of gold between 1917 and 1925. - More than 700 tons. 
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Soviet Russia was rapidly losing the gold reserve that the Bolsheviks had inherited 
from the Russian Empire. We can distinguish two stages of the "golden exodus: 1) 
1918-1920; 2) 1921-1925. 


The first phase (1918-1920) was characterized by major gold leaks abroad, which 
led to the loss of at least a quarter of the gold reserves of the country, inherited by 
the Bolsheviks after the October Revolution of 1917. First of all, we should 
distinguish the leakage of: a) "Leninist" gold; b) "Kolchakian" gold. 


The leakage of "Leninist" gold. This refers to the gold, which Russia handed 
over to Germany as a contribution to the second half of September 1918 under the 
agreements within the framework of the so-called Brest Treaty. The Bolsheviks 
managed to transfer only part of the gold under the "Leninist" agreements (93.5 tons 
of 200 tons). After the final defeat of Germany in World War | the "Leninist gold" 
(literally 3-4 months after it reached the Germans) was moved to France for 
"temporary storage". Later, France and Great Britain divided this gold in half 
(apparently, as the victorious countries). About Russia, as the rightful owner of the 
gold, was forgotten. Soviet Russia at the Genoa Conference in 1922 and later Soviet 
Union at various conferences and on different occasions raised the issue of "Lenin's" 
gold, but to the end of its existence, the USSR did not receive an ounce of "Lenin's" 
gold from its former Entente allies. 


True, according to some (unverified) information, N. Khrushchev allegedly managed 
to use the claims on the "Lenin" gold to partially settle the counter claims of France 
to repay the obligations of the USSR as the legal successor to the Russian Empire 
on the Russian bonds, the holders of which were citizens of France. 


We should pay attention to another channel of gold leakage from Russia in 1918, 
when Lenin was negotiating peace with Germany. We are also talking about 
"Lenin's" gold, but that part of it, which was placed in on-collection accounts of Swiss 
banks. The fact is that when negotiating the so-called "Brest-Lenin peace" in autumn 
1918, both Soviet and German sides were already quite aware that the world war 
would soon be over (naturally, by German defeat), so they agreed that funds from 
Russia would be sent to Swiss banks in so-called oncological accounts (i.e. demand 
accounts). i.e., demand accounts, to which only the top leaders of Germany would 
have access), in order to protect the funds from the claims of the victorious countries 
(i.e., the Entente countries). This agreement was implemented, but the Germans did 
not get access to the accounts; in Swiss banks were opened at the last moment in 
the name of individual party leaders of Soviet Russia. True, we are talking about the 
transfer to Swiss banks not physical, but "paper" gold (i.e., currency funds, not 
metal)’. 
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The "leakage" of "Kolchak's" gold. This gold is part of the golden stock of the 
Russian Empire, which was stolen in 1918 by the White Guards and White 
Chechens from the depository in Kazan. As a result it ended up in the hands of the 
Kolchak government, which placed it in the vaults of the Omsk branch of the State 
Bank. 


A generalized picture of the movement of the gold reserves of Russia in the first 
year after the October Revolution of 1917 in terms of value gives a table created by 
Russian emigre-historian S. Petrov. As can be seen from Table 13, at the end of 
1918 the gold stock of Russia was still very considerable - 780 million gold rubles, 
which in terms of pure gold at ruble gold parity was about 600 tons, i.e. almost half of 
the gold stock of the State Bank of the Russian Empire on the eve of World War I’. 


1 On the history of the part of the "Leninist" gold, which went to banks in 
Switzerland, see: Martirosyan Arsen. Who brought the war to the USSR? - C. 205, 
353. 


TABLE 13: The movement of Russia's gold reserve from November 1917 to 
November 1918 

Indicator/transaction 

Volume, 

(A) Balance as of November 1918 

(A) Balance as of November 1917. 

1101, 640 

(B) Transmitted to Germany under the terms of the Brest-Litovsk Treaty and 
additional financial annexes - total 


Including: 

1) September 10, 1918. - 42,860 kilograms of gold 
2) September 30, 1918. - 50,675 kilograms of gold 
320,00 146,624 173,376 


(C) Transferred to the Czechoslovak Legion on October 2, 1918 by the KOMUCH 
(Committee of the Constituent Assembly) government — 
750 crates of silver 

0,900 

(D) Total transferred for the period from November 1917 to November 1918: 
D=B+C 

320,900 

(E) Balance for November 1918: 
E=A-D 

780,740 

Source: Petroff S. Where did Russian gold go? Report on the Russian gold reserve 
(1914-1929) // Nezavisimaya Gazeta. - 1999. - November 30. 
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1 On the history of the part of "Lenin's" gold, which went to Swiss banks, see: Arsen 
Martirosyan. Who Led the War in the USSR? - C. 205, 353. 


Kolchak's government sent this gold in several shipments abroad to pay for the 
supply of weapons and military equipment. A total of more than 6,000 poods, 98 
tons. "Kolchak's" gold, which was about 1/5 of the stock that was in the vaults of the 
Omsk branch of the State Bank (ie no more than 100 tons). Most of the Kolchak gold 
was returned to the vaults of the State Bank in Kazan after the Bolsheviks seized 
Omsk and captured Kolchak. It should be noted that the problem of leakage of the 
gold stock of Russia in the form of "Kolchak's" gold is greatly exaggerated by many 
authors today, and it is given a sensationalist connotation. 


According to various estimates, which differ little from each other, of all the gold that 
was sent abroad by Kolchak's government, a little more than half was used to 
purchase weapons and equipment - 3232 poods, or about 50 tons’. Much of the 
remaining foreign "Kolchak's" gold (2,800 poods) was used by the Russian 
emigration. 


1 Kommersant-Vlast. - 2002. - 02.04. 


Taken together, the leakage of "Lenin's" gold and "Kolchak's" gold can be 
estimated at approximately 250 tons. 


The second phase (1921-1925) At this stage there was an intensive pumping of the 
remaining gold reserves of Russia abroad. Receipts from traditional exports of goods 
were at an extremely low level and covered only a small part of the total foreign 
exchange costs of Soviet Russia. 


Covering the foreign trade deficit with gold. Suffice it to say that in 1921 the 
receipts from traditional exports (flax, hemp, grain, oil products, timber, etc.) 
amounted to 12.1 million gold rubles, and the total foreign exchange expenditure 
amounted to 340 million gold rubles. Some currency was "earned" in 1921 by selling 
art paintings and other works of art (9 million gold rubles), fur through the Leipzig 
Fair (2.4 million gold rubles) and diamonds (7 million gold rubles). Thus, the sales of 
traditional exports as well as various non-currency valuables (including church 
property) in 1921 covered less than 10% of total foreign exchange expenditures of 
Soviet Russia. The rest of the expenses (more than 300 million gold rubles) were 
covered by the sale of precious metals from the state fund’. During four financial 
years (from 1922/23 inclusive up to 1925/26) 126.7 min. gold rubles were used from 
the State Foreign Exchange Fund which equaled 98 tons of precious metals in terms 
of pure gold. 
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"Extraordinary" export of gold. 


In addition to export of gold to meet the current needs of the country in foreign 
currency (for purchase of food, maintenance of diplomatic missions abroad, for 
foreign trips*, etc.) there was an unconventional (or extraordinary) export of yellow 
metal. 


1 Obukhov N. P. The movement of gold stock of Russia in 1921-1933 years // 
Finance. - 2002. - N 6. 

2 There were quite generous allocations for recreation and treatment of top officials 
and their families abroad, for "representative purposes" of state delegations, the 
maintenance of diplomatic missions, etc. In 1921, 10 million golden rubles were 
spent on maintenance of the Soviet apparatus abroad. (Obukhov N.P. op. cit.). The 
norms for the release of currency to state and party officials traveling abroad were 
very generous at the time. 


This should include the following categories of gold (grouped in terms of the 
declared purpose of the export): 

1) Comintern gold - to finance the world revolution (specifically, to create and 
maintain Communist parties, terrorist organizations, publish party literature, conduct 
intelligence through the channels of the Communist International, etc.); 

2) "Baltic" gold - to meet the property claims of some "independent" states that 
were formerly part of the Russian Empire (Estonia, Latvia, Poland); 

3) "locomotive" gold - for the purchase of new and repair of existing locomotives 
and wagons. 


We note at once that the official purpose of the export of gold from Soviet Russia 
was often used only as a "cover" for personal enrichment operations of some party 
and state leaders of the country, as well as for the enrichment of their foreign 
"partners" in the face of bankers and various businessmen. Here is what, in 
particular, writes V. Shambarov about the "Comintern's" gold: "Huge amounts of 
money were flowing out of Russia for the preparation of the revolution. In fact, over 
and over again it was postponed. In short, we got a "feeder," on which someone 


quite well warmed his hands "’. 


1 Shambarov V.E. The Invasion of Aliens: a Conspiracy against the Empire. - M., 
2007. - C. 558. 


At the same time in 1921 and the next two years there was an active theft of gold 
from state funds under the pretext of fighting for a world revolution, which looked 
especially monstrous against the backdrop of terrible famine in 1921-1922. The 
sources of supply of gold abroad were not only the official stocks of metal (they were 
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concentrated in those years in Gokhran RSFSR, which was headed by Yurovsky), 
but also various party cash desks. The movement of gold through these cash desks 
was not controlled by public authorities, but was the responsibility of individual party 
leaders - especially those associated with the Comintern. However, there was also 
no effective control over the use of Gokhran valuables and there were direct thefts 
and other abuses of the state gold reserve. 


The peak of expenditures of gold and foreign exchange reserves of the country 
during the period under review occurred in 1921; in 1922 these expenditures were 
significantly lower and in 1923-1925 they were very modest. 

Let us say a little more about the extraordinary exports of the gold reserve. 


Comintern gold. 


According to numerous sources, from 1919 until the defeat of the Trotskyist bloc in 
the country (second half of the 1920s) various valuables including gold, other 
precious metals, precious stones and currency were sent abroad to help the 
"brotherly parties" and prepare socialist revolutions in other countries (according to 
official versions). No estimates of the Comintern's gold exports have been found in 
the literature. Obviously, the supply of the Comintern's gold abroad was poorly 
documented or not documented at all (for conspiracy purposes), so the fate of this 
gold is quite difficult to trace’. According to our estimates, the total volume of 
exported gold in this category was about 200 tons. 


"Baltic" gold. 


Part of Russian gold reserves was transferred by intergovernmental agreements to 
the new countries which after 1917 were separated from the Russian Empire - 
Lithuania, Latvia, Finland and Poland. According to some sources, the above states 
in 1920-1921 were allocated a total of 48 million rubles worth of gold, i.e. 
approximately 37 tons. 


"Steam" gold. 


Russian gold also sailed abroad under the guise of payment for contracts for the 
supply of food and other goods, but above all - railway locomotives and other 
vehicles (the so-called "steam locomotive" gold). This refers primarily to transactions 
to order steam locomotives in Sweden and the United States, as well as to repair 
rolling stock in Estonia. An amount of 300 million gold rubles was allocated to the 
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"steam locomotive" operation, which is equivalent to more than 230 tons of pure 
gold. 


Sending gold abroad under the guise of payment for various contracts to the 
accounts of American and other bankers is qualified by some historians as a kind of 
counter-attribution, which the Bolsheviks paid in exchange for the right of existence 
of the Soviet Republic, given that it had the ability to meet the needs for rolling stock 
at the expense of its own production facilities. ' 


1 Examples of individual Comintern gold export operations abroad can be found in 
the following sources: Sirotkin V. A. Foreign gold of Russia. - M., 2000; Shambarov 
V. E. op. cit.; Sutton E. Wall Street and the Bolshevik Revolution. Afterword and 
commentary by M. Nazarov. - Moscow, 1998; Efimkin A. Gold of the Republic // 
Volga. - 1987. - N 11; 1988. - N 4 (The second part of this article is reprinted with 
cuts in Diplomatic Yearbook. - M., 1995. - C. 227-240). 


Some of the contracts turned out to be fictitious, for others the prices were inflated, 
which allowed the state and party functionaries to accumulate wealth abroad; at the 
same time their foreign partners were enriched as well. 


The geography of the flow of Russian gold (both "steam" and "Comintern") abroad 
was quite simple: first it was delivered from the storages to the Baltic republics 
(primarily Estonia) and Sweden, and then from there by sea was sent mainly to the 
United States, and partly to Western Europe. 


Let us summarize some of the estimates of gold exports in 1921-1925. Although by 
the end of 1920 the gold reserve inherited by the Bolsheviks had shrunk noticeably, 
we estimate that it was still equal to almost half of the reserve, which Russia had on 
the eve of World War I." 


1 See, for example: V.E. Shambarov, op. cit. - C. 443. 
For the period from the end of 1920 to the end of 1922 the Bolsheviks managed to 
take out of the country the main part of the gold taken from the tsarist and provisional 


governments plus the gold which was taken during the various confiscations of 
property from the population and the Church. 


Extraordinary sources of gold reserve replenishment. 


In addition to the state gold reserve that the Bolsheviks inherited from the Russian 
Empire, they partially met their needs for the yellow metal from some other sources. 
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Gold production during this period was only a few tons per year and could not be 
regarded as a significant source of replenishing the gold reserve. A much larger 
inflow of gold was provided by all kinds of confiscations and voluntary compulsory 
surrender of currency valuables by the population of the country. On April 16, 1920 a 
decree on the confiscation of gold and valuables from all inhabitants of Russia was 
issued which somehow regulated the voluntary and forced surrender of valuables. 
Prior to that confiscations were carried out without any legal basis under the pretext 
of the fight against class enemies and resembled ordinary robbery. 


Confiscation of church valuables, which included many articles of gold and other 
precious metals, was carried out in 1922 under the pretext of finding money to 
combat hunger. On January 6, 1922 there was published a Decree of the All-Russian 
Central Executive Committee on confiscation of church property and on February 26 
- an instruction on the order of confiscation of the church property which was in the 
use of believers. All the church belongings (gold, silver, platinum, diamonds etc.) 
were valued at 525,000 poods (16.4 kg) in terms of silver. According to various 
sources, only a minuscule part of the collected funds was used to purchase food. On 
the whole, the operation to seize church treasures by September 1922 yielded 8 
trillion rubles in 1922 denominations, and only 3 million rubles were used to 
purchase bread and other foodstuffs for the hungry in 1922." 


In 1922 the violent confiscation of gold from the population gradually began to 
decline giving way to a more or less civilized purchase of gold with its subsequent 
concentration in the State Bank and the People's Commissariat of Finance 
(Gokhran). Decree of the CPC of April 4, 1922 abolished the mandatory deposit of 
gold, silver and platinum (in coins, ingots and products) as well as precious stones 
and currency. Soon there was adopted a resolution of the Soviet of Labor and 
Defense (STO) of July 27, 1922, which authorized the state and cooperative 
enterprises and institutions to accept for payment noble metals and foreign currency. 
They were to immediately hand over the incoming currency to the State Bank for 
crediting to their current accounts. The State Bank was given a monopoly right to buy 
gold and silver coins. It was also given the preferential right to purchase foreign 
currency derived from foreign trade’. 


1 N. P. Obukhov, op. cit. - 2002. - N 6. 


The birth and the sunset of the golden gold piece. 
Already in 1922 the Bolsheviks tried to stop the drain of gold from the treasury and 


even tried to increase the gold reserve. Such attempts were due to the preparation of 
a monetary reform and the planned emission of the so-called Golden Worms. 
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Chervonets was the first stable monetary symbol issued by the Soviet state. It 
entered into circulation in 1922 as a ticket of the State Bank of the RSFSR, secured 
by 25% precious metals and foreign currency, and 75% by short-term bills of 
exchange and easily marketable commodities. It was assumed that over time the 
paper gold pieces would be exchanged for gold pieces - coins - with a gold content 
of 7.74234 grams of pure gold (which corresponded to the pre-revolutionary gold 
coin face value of 10 rubles). It is noteworthy that on the paper gold pieces there was 
an inscription: "Bank cards are subject to exchange for gold. The beginning of the 
exchange is set by a special government act. Gold chervonets were minted in 1923. 
The stock of minted coins was in the reserves of the State Bank. 


Gold reserve as a resource for market interventions. The country's gold 
reserve was concentrated in both the State Bank and the People's Commissariat of 
Finance. 


The term "gold reserve" (or "gold fund") was understood at the time to mean both 
gold (and other precious metals) and foreign currency reserves. According to the 
annual reports of the State Bank, on October 1, 1922 the stock of foreign currency 
and gold in the State Bank amounted to 13.3 million rubles, on January 1, 1923 - 
30.5 million rubles and on January 1, 1924 - 213 million rubles.' Part of the state 
gold stock was concentrated in Gokhran, which was part of the system of the 
People's Commissariat of Finance. In fact, the origins of Gokhran dated February 7, 
1921, the Resolution of the Council of People's Commissars "On establishment of 
the State Fund of Valuables for Foreign Trade". Apart from the gold reserves 
inherited by the Soviet Russia from the previous powers, this fund also included art 
treasures and works of applied art. To manage this fund Gokhran was created. "The 
commission at the STO on the gold fund established that by the beginning of 1922 
the RSFSR had valuables worth 252,014,789 gold rubles, including silver worth 
22,986,014, platinum worth 10,418,943, foreign currency worth 685,900 gold rubles’. 


1 N.P. Obukhov, op. cit. 


The value of the rest of the Romanian gold was 87,074,501 gold rubles" (in 1916- 
1917. Romania handed over to Russia for safekeeping 70 tons of gold. - B. K.)'. 
Gradually the stock of gold and other precious metals was transferred from the 
People's Commissariat of Finance to the State Bank and this process was mainly 
completed in 1925°. 


In 1924 the gold and foreign currency reserves of the State Bank of the USSR 


increased from 195 million rubles to 344 million rubles; as of January 1, 1925, 
precious metals accounted for 180.6 million rubles (i.e., half of all precious metals. 
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(i.e. more than half of the total reserves of the State Bank), which at the gold parity of 
a chervonets corresponded to 140 tons of gold’. 


However, already in 1925 there was a noticeable reduction in gold and foreign 
exchange reserves of the State Bank due to forced imports; such imports were 
carried out in order to saturate the domestic market with goods to combat inflation’. 


A considerable amount of gold and currency from state reserves was spent on 
interventions in the international and domestic markets. 


2 Decree of the USSR SNK on January 9, 1925 determined the transfer of the 
entire gold reserve on the balance of the State Bank for the metallic security of the 
ruble. However, judging from some sources, there was a practice of the People's 
Commissariat of Finance borrowing gold from the State Bank to cover emergency 
foreign exchange expenses (Obukhov N.P. op. cit.). 

3 The State Bank of the USSR. Report for 1924/25 year. - M., 1926. - C. 20. 

4 See: Levicheva |. N. Money circulation problems in the USSR in the middle of 
1920s // Bulletin of the Bank of Russia. - 2005. - December 28. 


Thus, only in January of 1926 the volume of gold coins sales to the population 
exceeded 7.6 min. rubles. (in terms of pure gold - almost 6 tons). Besides, during 
this period the following foreign currency was used for interventions: 1 /3 mln dollars 
and 112 thousand pounds. In total, gold and foreign currency interventions in one 
month exceeded 11 million rubles, (which is equivalent to 8.5 tons of pure gold). The 
main reason for the increased demand for hard currency values was the crowding 
out of private capital from the commodity turnover: free funds were invested in gold 
and currency by neupmans, (entrepreneurial speculators). 


The sunset of the golden gold piece. 


In the spring of 1926 it was decided to stop gold and foreign currency interventions 
and to refuse to quote the chervonets on foreign exchanges, after which the reserves 
of the State Bank immediately began to increase (ibid.). As of July 1, 1927 the gold 
and foreign exchange reserves of the State Bank amounted to 269.1 million rubles, 
(approximately 4/5 of the figure as of January 1, 1925), with precious metals (gold 
and platinum) accounting for 185.4 million rubles. (in terms of pure gold - 143.5 
tons). It is noteworthy that the share of precious metals in the reserves of the State 
Bank increased to 69% (against 52% as of January 1, 1925). In the stocks of 
precious metals of the State Bank as of July 1, 1927, 90% accounted for gold and 
the remaining 10% for platinum (in value terms). 
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Following the discussions in the country's party leadership on the issues of the 
state economic development in the monetary policy of the USSR in 1926 significant 
changes were outlined: the idea of turning the gold piece into one of the world 
currencies lost support and the task of increasing the imports of industrial equipment 
came to the fore. The course towards accelerated accumulation of gold and foreign 
currencies by the state remained, but not for currency interventions (with the aim of 
maintaining the ruble exchange rate in international financial markets) but for the 
implementation of plans for industrialization. 


The then People's Commissar of Finance G. Ya. Sokolnikov was the main advocate 
of building up the state's gold and foreign exchange reserves to strengthen the 
position of the national currency on the world financial markets. He defended his 
position at the XIV Congress of the CPSU (b), held in December 1925. However, he 
was defeated in the unfolding party debate on industrialization and actually found 
himself in the ranks of the "new opposition". In January 1926 he was removed from 
the post of Commissar of Finance. To some extent the monetary reform of 1922- 
1924, focused on the creation of the Soviet gold currency (the main ideologist of 
which was G. Sokolnikov), can be compared with the monetary reform of S. Witte, 
which culminated in the late 19th century, the introduction of gold currency and the 
transition of Russia to the gold standard. Not without reason Sokolnikov was called a 
great financial reformer in those years, comparable to Witte. 


Monetary and credit and gold policy of the Soviet Union in the era of 
industrialization. 


The U-turn of economic and monetary policy. 


Changes in the economic course and monetary policy of the state in 1925-1926, in 
fact, meant the rejection of the Soviet Union's plan to transition to the gold standard. 
An in-depth justification of the new monetary policy of the state during this period, 
was made by the members of the Presidium of the USSR Gosplan S.G. Strumilin 
and V.G. Groman. The essence of their position boiled down to the following: 

a) The hardness of the Soviet currency should be based, first of all, not on the gold 
and currency reserves of the state, but on the growth of the output of domestic 
products; 

b) At this point in time, gold and foreign exchange reserves must be increased in 
order to make large-scale purchases of industrial equipment to ensure the 
industrialization of the country; 

c) One should not seek to maintain an inflated rate of the chervonets at this point in 
time, as this hinders the development of exports and the obtaining of the currency 
necessary for industrialization; 
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d) Currency interventions in order to maintain the ruble exchange rate create social 
costs: they turn into a supply of currency and gold for smugglers and capitalist 
elements in trade; 

e) Under the state monopoly of foreign trade the maintenance of the parity rate of 
the chervonets inside the country and its quotation on foreign exchanges is 
unnecessary and impossible (moreover the state monopoly of foreign trade is 
incompatible with the introduction of the chervonets in international turnover); 

f) A state monopoly of foreign trade should be supplemented by a state currency 
monopoly; 

g) State currency monopoly implies concentration of all currency values in the 
hands of the state and its implementation of strict currency regulation and currency 
control; the introduction of currency monopoly inevitably means a course to build a 
closed monetary system. 


State currency monopoly. In the late 1920s - early 1930s the currency 
monopoly of the state as part of the state monopoly of foreign trade finally took 
shape. The essence of the GMWT was reduced to two things. Firstly, all resources 
(material and financial), which were included in the sphere of foreign economic 
activity, belonged to the state, and it disposed of them. Secondly, all operations on 
foreign economic activity were carried out through special state organizations under 
the centralized state management. 


In the sphere of the currency monopoly, the state concentrated in its hands so- 
called currency valuables (in special accounts and in state vaults). It is true that 
certain types of currency valuables in limited quantities and under strict regulation by 
the authorities could be in the hands of citizens. In Soviet times the concept of 
currency valuables was interpreted very broadly: they included not only foreign 
currency, but also gold, other precious metals and precious stones (both in raw and 
processed form). The state currency monopoly provided for the transfer of currency 
valuables received from foreign economic activity to the state, and in case of a need 
for currency valuables - strict justification of such needs and receipt of valuables 
from the state with a report on the expenditure of currency valuables. Receipt of 
currency valuables by the state, as well as their issue from the state funds were 
carried out by means of exchange transactions (currency valuables for rubles) based 
on the official exchange rates of the ruble, as well as official prices for currency 
valuables of commodity nature (precious metals and precious stones). These 
exchange rates were set by decree and did not reflect (or reflected very 
approximately) the real price relations on the world market (moreover our Ruble did 
not circulate on the world market, so the real or market Ruble exchange rate was 
unknown). Contrary to the currencies of other countries, the official exchange rate of 
the ruble could remain unchanged for dozens of years. The domestic gold prices and 
the gold content of the ruble were also remarkably stable. 
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The course on the accumulation of the gold stock. 


The Soviet Union set a course for the accumulation of gold and reducing its export 
abroad. In 1925 the country began gradually introducing the state monopoly of 
currency, which was fully applicable to gold and other precious metals. After the 
period of so-called "Military Communism" and the transition to the NEP during the 
monetary reform of 1922-1925, in the country there was carried out monetary 
liberalization which allowed the citizens of the USSR to own precious metals, carry 
out transactions with them and export them abroad. From the middle of 1925 
restrictions and prohibitions began to be imposed on private individuals and legal 
entities for exporting currency valuables abroad. 


Despite the rate adopted by the State Bank of the USSR in 1925-1926 the gold was 
significantly "thrown" on the world market due to the need to pay for large imported 
goods (this way the government tried to saturate the domestic market with goods 
and curb inflation) and disruption of the grain export plan. According to our 
estimates, in 1925-1926. State Bank of the USSR sold at least 40-50 tons of gold. 


On the "gold blockade" of the West. 


Since the end of 1925. West organized an economic blockade against our country. 
The main organizer was the Bank of England, which coordinated the actions of the 
central banks of France, Germany and Holland; these central banks ensured the 
blockade by regulating and controlling the corresponding transactions in gold and 
currency. This was not even an ordinary blockade, but the so-called "Gold 
Blockade," which prohibited the supply of goods to the Soviet Union even in 
exchange for gold and currency; only the supply of Western goods in exchange for 
grain from the USSR was permitted. However, at the end of 1929, this blockade was 
in fact lifted, because the West experienced the most severe economic crisis in the 
history of capitalism, and Soviet orders became a lifeline for the Western economy. 
The Soviet Union made the most of this chance to pursue industrialization through 
purchases of machinery and equipment on the world market. Partly relying on 
domestic resources, partly skillfully exploiting contradictions in a group of Western 
countries and obtaining bank and commercial loans from them, the Soviet Union had 
almost no recourse to yellow metal. By the way, at that time there was clearly not 
enough gold to finance large-scale plans for industrialization (according to Western 
expert T. Green, the gold reserves of the USSR in 1930 were equal to 375 tons, and 
in 1932 - 525 tons). 
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On the gold parity of the ruble. 


Later on the credit system of the country underwent substantial changes. During 
the credit reform of 1930 the system of commercial credit was liquidated and 
planned crediting of the economy became the main function of the USSR State 
Bank. The approach to backing a monetary unit of the country was fundamentally 
changed. From the early 1930s, Soviet money was secured by tangible assets, 
against which the state banks (the Central Bank and specialized, sectorial banks) 
provided loans. In this regard, |. Stalin said at the Joint Plenum of the Central 
Committee and the Central Committee of the CPSU (b) in January 1933: "The 
stability of Soviet currency is ensured primarily by a huge amount of product in the 


hands of the state, released into the circulation of goods at stable prices "". 


1 Cited from: Levicheva I.N. Op. cit. - 2007. - N 13. - 7 March. 


Consistent implementation of this course led to the fact that the ruble began to 
strengthen within the country. It manifested in part in the reduction of consumer 
prices in the 1930s. At the same time, the ruble's position on the world market 
weakened, in part because the USSR ceased to spend its international reserves on 
maintaining the ruble's market rate. In 1936-1937 the ruble's gold parity was 
lowered. The ruble exchange rate was finally set on July 19, 1937. (it remained in 
force until 1950). According to it, 1 U.S. dollar was equal to 5 rubles. 30 kopecks, i.e. 
the gold parity level of the new ruble was reduced by 4.4 times compared to the 
chervonny ruble. Let us recall that the initial gold parity of the chervonny ruble was 
set in 1922 at the level of 0.774234 g of pure gold’ (ibid.). 


We believe that the questions of the exchange rate policy, which were discussed in 
our country more than 80 years ago, are becoming increasingly important in today's 
Russia - for instance, in connection with various statements by our authorities about 
the need to turn the ruble into an international currency. 


Who was in charge of gold reserves? 


The rate of growth of gold and foreign exchange reserves of the Soviet Union 
noticeably increased at the turn of 1920-1930s, as is shown in Table 12, which may 
be supplemented by the official statistics of the State Bank of the USSR (Table 14). 
The last data on the gold reserves of the State Bank are available as of July 1, 1933, 
after which the publications on gold and foreign exchange reserves ceased to be 
published and became secret. 
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As Table 14 shows, over the period from January 1, 1925 to July 1, 1933, i.e. over 
eight and a half years the gold and foreign exchange reserves of the State Bank of 
the USSR more than doubled. Precious metal reserves (apart from gold the USSR 
State Bank had a certain amount of platinum and silver in its reserves) during this 
period grew faster than foreign exchange reserves: if the former increased by almost 
3.8 times, then the latter a little more than 2 times. So in the period from January 1, 
1925 to July 1, 1933 the share of precious metals in total amount of gold and foreign 
exchange reserves of State Bank increased from 52.5 to 94.7% '. 


1 For more details see: Borisov S. M. Ruble as the currency of Russia. - M., 2004. 


TABLE 14: Gold and foreign currency reserves of the State Bank of the USSR in 
the period of 1925-1933 (mln. ruble) (min rubles) 

Date. Gold. Platinum. Currency. Total. The share of metals in the total amount of 
reserves (in percent) - respectively: 

01.01.1925; ... 180,6*; ----- 5... 163,7; ... 344,3; ... 52,5. 

01.10.1925: .... 184,8; ... 31,8; ... 81,5; ... 298,1; ... 72,7. 

01.01.1926: .... 182,4; ... 37,7; ... 62,0; ... 282,1; ... 78,0. 

01.04.1926: ..... 147,5; ... 30,3; ... 50,4; ... 228,3; ... 77,9. 

01.07.1926: ..... 146,8: ... 30,4; ... 50,3; ... 227,55 ... 77,9. 

01.10.1926: ..... 153,3; ... 30,6; ... 69,5; ... 253,4; ... 72,6. 

01.01.1927: ..... 164,4; ... 30,4; .. 108,2; ... 303,0; ... 64,3. 

01.04.1927: ..... 165,9; ... 30,4; .... 60,4; ... 280,0; ... 70,1. 

01.07.1927: ..... 166,8; ... 18,5; .... 83,7; ... 269,1; ... 68,9. 

01.10.1927: ..... 173,6; ... 20,7; .. 108,6; ... 302,9; ... 64,1. 

01.01.1928; ..... 178,6; ... 44,6; .... 81,3; ... 304,35 ... 73,3. 

01.11.1928: ..... 276,0; ... 36,9; .... 85,6; ... 398,5; ... 78,5. 

01.01.1929: .... 178,6;.. 44,4**5 ... 81,3; ... 304,3; ... 73,3. 

01.01.1930: .... 285,7; .. 34,6**; ... 70,8; ... 391,1; ... 82,1. 

01.01.1931: .... 483,6; .. 22,2**; ... 52,0; ... 557,8; ... 90,7. 

01.01.1932: .... 637,9; .. 22,8**; ... 46,4; ... 717,15 ... 92,1. 

01.07.1933; .... 678,5; .. 18,5**; ... 36,7; ... 735,7; ... 94,7. 

Notes: 

** Gold together with platinum. 

** Platinum together with silver. 

Sources: State Bank of the USSR. 1924/25. - M., 1926. - C. 20; Vestnik (Bulletin) of 
Finance. - 1928. - N 11. - C. 128; Herald of Finance. - 1929. - N 11-12. - C. 158; 
Questions of the exchange rate of the ruble. - Moscow, 1958; Levicheva |. Problems 
of money circulation in the USSR in the mid 1920s // Bulletin of the Bank of Russia. - 
2005. - December 28; Obukhov N. P. Op. cit. 
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This figure is unofficial and is included in the survey of gold reserves of the world, 
prepared by T. Grin’ , and it equals 626 t. This is the last year of the pre-war period 
when the State Bank of the USSR has gold reserves. 


Note that in open sources there is only information about the gold reserves of the 
State Bank, and about the gold reserves of the People's Commissariat of Finance 
(and other agencies) we know nothing. 


We cannot rule out that some part of the country's gold reserves may have been on 
the balance sheet of the USSR Bank for Foreign Trade (Vneshtorgbank), to which 
the USSR State Bank at that time began to gradually transfer the authority and 
function of operations with foreign exchange valuables, including precious metals. 
Vneshtorgbank was set up in May 1924 on the basis of the reorganized Russian 
Commercial Bank (Roskombank), which had been established before the revolution. 
The Vneshtorgbank obtained the right, along with the State Bank of the USSR, to 
conduct operations with foreign currency valuables in February 1937. 


About the Spanish gold. 


In November 1936 the Spanish Republican government had transferred most of 
Spain's gold reserves to the Soviet Union. According to some estimates, the Ministry 
of Finance of the USSR took in safekeeping 510 tons of gold’. 


1 Green T. Central Bank Gold Reserves. An historical perspective since 1845. 
World Gold Council. - 1999. - November. 


This gold was used by the Soviet government to cover the cost of military aid to 
Spain in the civil war, as well as for various purchases by the Republican 
government. Until February 1937 alone, the Spanish government issued 21 orders 
for the expenditure of its gold held by the Soviet Union*. Nevertheless, Spain's gold 
was not used up completely. Information about the operations, its export and use in 
the Soviet Union has not yet been declassified. 


Sources of replenishment of foreign exchange reserves. The currency component 
of the reserves of the USSR State Bank was growing mainly due to the increase in 
grain exports. To do this it was often even necessary to cut back on domestic 
consumption of bread, as it happened in Russia in the late 19th century.® Foreign 
currency was also earned through the export of other goods, primarily raw materials 
(oil, timber, flax, metal ores, etc.). 
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The metal component of the State Bank's reserves increased primarily due to 
domestic gold production. If in 1918-1927 the average annual gold production was 
only 13.5 tons, and in 1928 28.0 tons of gold was produced, then in 1935 the 
production of this precious metal, according to expert estimates, was 155 tons’. By 
the end of the 1930s the annual production was close to 200 tons*. 


An additional source of gold reserves for the government was the population's 
donations of gold to the government through the network of Torgsin stores. Torgsin 
was Set up in July 1930 and existed until 1935. It was a trading company, which 
initially dealt with foreigners for hard currency, but in 1931 it was transformed into an 
all-union association which offered scarce goods for hard currency and precious 
metals to the Soviet citizens. Through the network of Torgsin stores, the state 
received a total of $250 million in foreign currency valuables’. 


1 Modern Gold Market. - C. 145. 

2 Ibid. - C. 146. 

So, if in 1930 with grain harvest of 835 million cwt of grain 48.4 million cwt of grain 
was exported, in 1931 these indicators were 695.0 and 51.8 million cwt respectively. 
Grain was even exported in 1932-1933, when famine broke out in the USSR due to 
the drought (Levicheva I. N. Op. cit. - 2007. - March 7. - N 13. - C. 39). 


Undoubtedly, under conditions of the tense international situation and preparations 
for war the Soviet Union carried out an accelerated accumulation of the metal 
component of foreign exchange reserves throughout the 1930s, because in wartime 
conditions the stability of the currencies of other countries is threatened. According to 
a number of sources, in 1938 the proportion of metal in foreign exchange reserves 
was 94%. 


1 Green T. The New World of Gold. - P. 61. 

2 Estimation of Prospectors Union of Russia // Trud. - 2006. - February 15. See 
also: Andrianov V. D. Russia: economic and investment potential. - M., 1999. - C. 41. 

3 Levicheva |. N. Op. cit. - 2007. - N 13. - 7 March. - C. 42. 


Gold reserves of the USSR during the war and postwar period. 


Gold reserves of the USSR at the beginning of the war. 

By the beginning of the Great Patriotic War, the gold reserves of the USSR rose to 
2,600 tons. Such a figure is contained in the work of V. V. Rudakov and A. P. 
Smirnov’. One of them - V. V. Rudakov is personally known to me. Valery 
Vladimirovich was at one time the main person in the country who was responsible 
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for gold (head of Gokhran, Deputy Minister of Finance in charge of gold issues, head 
of Glavalmazzoloto and others). Apparently, the above assessment can be trusted. 


The Great Patriotic War period is a white spot in the history of Russian gold. There 
is no information about the volume of gold production. There is no data on the Soviet 
Union's use of gold to cover its needs for weapons, munitions, equipment, and other 
goods vital to the war. However, we can assume that the Soviet Union did use gold 
in some quantities. Foreign trade statistics of the USSR show that during the war 
there was an excess of import over export (we are talking about commercial 
turnover; lend-lease deliveries are not taken into account)’. 


1 See: Ermakova E. D. Problems of Management of Currency Reserves of the 
State // Finance and Credit. - 2008. - N 4; Olshanyi A. |. Gold and foreign currency 
reserves of the Russian Federation: volume, structure and management // Business 
and banks. - 2007. -April 18. 

2 V. V. Rudakov, A. P. Smirnov, op. cit. - C. 110. 


The deficit of trade balance of the USSR was (million rubles): 1941 - 100; 1942 - 
116; 1943 - 106; 1944 - 84. In 1945 exports exceeded imports and the surplus was 
42 million rubles. Thus, in total for 1941-1945 the negative balance of the USSR 
foreign trade was equal to 364 million rubles. In foreign currency equivalent it was 
approximately 68.7 million rubles (Since 1937 the exchange rate of ruble on foreign 
economic transactions was set: 1 dollar = 5.30 rubles). = 5.30 rubles). In terms of 
gold it was equivalent to about 70 tons of metal. 


Various sources also mention that during the war under the Soviet-American lend- 
lease agreement the Soviet Union was not only a recipient of aid, but also by way of 
counter lend-lease supplies of various raw materials, platinum and gold to America. 
No quantitative estimates of gold shipments are given. 


About trophy gold. Cross-border movements of so-called trophy gold, i.e. gold 
captured in the course of military operations in occupied territories, could be 
significant for this phase. And to assess the cross-border flows of gold during the war 
we should take into account two categories of captured gold: a) gold captured by 
Germany on the territory of the Soviet Union, and b) gold captured by the USSR on 
the territory of Germany and other countries of the Nazi bloc. 


To date, no generalized estimate of the amount of gold captured by Germany on 
the territory of the Soviet Union is available in public sources. We believe that a large 
amount of gold Nazi Germany seized on occupied Soviet territory failed due to the 
fact that the USSR took timely measures to evacuate gold from the State Bank 
vaults, located in the European part of the country, to the east. 
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Let us take a closer look at the issue of the movement of captured gold from 
Germany to the USSR. It should be borne in mind that the USSR refused to 
coordinate efforts with the Allies to develop a unified reparation policy towards 
Germany (including gold). This can be explained by the fact that the positions of the 
USSR, on the one hand, and of the United States and Great Britain, on the other, 
differed substantially. The essence of these differences is outlined in our literature. 
For example, K. |. Koval, First Deputy Commander-in-Chief of the Soviet Military 
Administration in Germany for Economic Affairs, notes that the Allies insisted that 
reparations be made in the form of currency payments. Stalin insisted on reparations 
in kind. The calculation of the latter was that with this form of reparations it was 
difficult to control their real value, the monetary equivalent would have a conditional 
value. Moreover, there was no certainty that Germany would be able to earn the 
necessary amounts of currency. Even if the USSR had received the currency it was 
owed, it would have been used not to restore the ruined economy, but to pay off 
foreign debts (first of all, to the United States under the Lend-Lease Treaty). For this 
reason (and for a number of other reasons), the USSR staked on getting dismantled 
factories, raw materials, technology, works of art, gold, and other "natura" from 
Germany, the value accounting of which was beyond Allied control.’ 


1 For more details see: Koval K. I. The Last Witness. "The German Card in the 
Cold War. - M., 1997; Knyshevsky P. Secrets of German Reparations. - M., 1994; 
Heifetz B. A. External debt assets of Russia. - Moscow, 2001; Sarkisyants A. The 
problems of returning financial assets of Russia // Accounting and banks. - 2007. - N 
2. 


Having voluntarily renounced claims to gold located in the zone of occupation of 
Western countries, Stalin paid great attention to the search and seizure of Nazi gold 
in the zone under the military control of Soviet troops or under the political influence 
of the USSR. Here is what is noted in this regard in one of the publications on Nazi 
gold: "In 1945 the USSR gave up its claim to Nazi gold confiscated by Allied armies. 
In exchange, Moscow received the gold found by the Red Army in the territories of 
Germany, Austria, Finland, Hungary and other countries. Moscow did not and does 
not participate in the activities of the TGC (Trilateral Commission for the Restitution 
of Nazi Property. - V.K.). The Soviet Union never provided information about the fate 
of its confiscated gold, interest in which increased dramatically after the collapse of 
the Warsaw bloc. The bank archives of Germany, Austria, Hungary and other 
countries are in Moscow. Access to them remains difficult. Only recently the Bergier 
Commission reported Moscow's readiness to open some of its archives to it. First of 
all, all banks in the Soviet zone of occupation in Germany were closed, an inventory 
of their assets was made, and the population was ordered to hand over all currency, 
precious metals and other valuables. 
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There are numerous sources which testify that in the last months and even days of 
the war the leaders of the Third Reich actively withdrew their most valuable assets 
(including gold) from areas of Germany which could be occupied by the Soviet troops 
to those areas which our allies planned to occupy. Secret separate negotiations 
between the Nazis and the Allies were conducted on this account. Soviet intelligence 
learned in the last days of the war that the gold reserve had been evacuated to 
Central and Southern Germany. On this basis, Stalin did not expect to receive any 
large amount of trophy gold. On May 15, 1945, Soviet representatives found only 90 
bars of gold and 3.5 million dollars in different currencies, as well as various bonds in 
the vaults of the Reichsbank. Everything else disappeared without a trace’. 


1 Five Franks of Vladimir Lenin // Expert. - 1997. - 15 December. 
2 Nizovsky A. Treasures of the Third Reich. - M., 2008. - C. 6. 


Ambassador Valentin Kopteltsev, the head of the Russian delegation at the 
international conference on Nazi gold held in London in December 1996, informally 
reported: "Under the Potsdam agreements, the Soviet Union received all German 
assets in the eastern occupation zone and on the territory of Germany's allies in 
Eastern Europe as reparations. 98.5 percent of German gold went to the Americans 
(italics mine - V.K.). The rest, probably, was with us, although there is no 
documentary evidence of it "’. 


1 This assessment proves once again that the amount of Nazi gold given to the 
Soviet Union in the occupied territories was extremely small. 


Search for Nazi gold by the Soviet MGB in 1945-1953 was carried out in a special 
operation "Cross". According to some reports, the "Cross" operation was aimed at 
finding not only Nazi gold, but also the Tsarist gold, which was outside Russia after 
World War | and the 1917 revolution, and the operation was initiated by Stalin in the 
late 1920s. It is likely that the scope of the search for Nazi gold extended beyond the 
countries that were in the zone of the Soviet troops. The fact is that at the end of the 
war the authorities of the Third Reich sent significant amounts of gold to Switzerland 
and other neutral countries - Sweden, Spain, Portugal and Turkey. That a significant 
amount of Nazi gold turned out at the end of the war outside the Third Reich, there is 
a large amount of evidence supported by documents’. 


1 Hitler's banker creates fund // Izvestia. - 1997. 6 December. 
Given the above, it is understandable why Stalin assigned the task of identifying 


Nazi gold to state security agencies, including Soviet foreign intelligence. Materials 
relating to Operation "Cross" have not yet been made public. 
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About the so-called golden ruble of Stalin. To raise the prestige of the 
Soviet ruble and the political purposes in 1950, it was freed from direct "binding" to 
the U.S. dollar and other Western currencies, the rate of which fluctuated quite 
markedly, and was set its direct "binding" to gold. True, such a "pegging" did not 
make it possible for foreigners or internal individuals and legal entities to exchange 
the ruble for gold. 

S. M. Borisov wrote: "To demonstrate the firmness of the Soviet rouble against the 
background of widespread devaluation of Western currencies, from January 1, 1950 
its exchange rate was converted to a gold peg with the gold content set at 1 rouble = 
0.222168 g net. = 0.222168 g of pure gold. On the basis of this value, the exchange 
rate at the end of the war outside the Third Reich, there is ample evidence supported 
by documents’ increased to 4 rubles per dollar against 5 rubles per dollar. 30 
kopecks, applied in all monetary settlements for foreign economic transactions since 
July 19, 1937. 


1 For example, at the end of the last decade in Portugal a governmental 
commission was created to investigate the movement of gold from Germany to 
Portugal in the period from 1936 to 1945 inclusive, headed by the former president of 
the country, Mario Soares (see: Rossiyskaya Gazeta. - 1998. - April 15). 


How was the new gold content of the ruble determined? There is a version that 
initially it was supposed to set the new exchange rate ratio at the level of $1. =5 
rubles. However, when the draft of the corresponding decree was shown to Stalin, he 
crossed out the number "5" and wrote "4", and this settled the matter. "The desired 
gold content was obtained by dividing by this figure the gold content of the dollar, 
which was then 0.888671 g."". 


Thus we see that the gold parity of the Soviet ruble was established without regard 
to the size of the gold reserves of the country. 


During the post-war years (1946-1953) the accumulation of gold reserves at the 
expense of domestic production was continued and export of gold abroad was 
practically stopped. The search for gold continued apace, primarily through the 
aforementioned "Operation Cross" (the operation was curtailed after Stalin's death in 
1953). Vyacheslav Molotov talked about these Stalinist reserves in a conversation 
with Felix Chuyev: "We had a huge gold reserve stockpiled, and platinum was so 
much that they did not show in the world market for fear of depreciation! 


1 Borisov S. M. Op. cit. - C. 104-105. 
2 Recording of a conversation from December 2, 1971. 
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In 1953 the gold reserve of the country reached a maximum of 2048.9 tons. In total 
during the years 1925-1953 the increase in gold reserves of the USSR amounted to 
1,900 tons. This means that in order to accumulate such a reserve annually it was 
necessary to allocate on average about 70 tons of metal per year to the gold reserve 
from domestic mining. During that period, according to various expert estimates, the 
average annual gold production was no more than 100-150 tons. Some part of the 
new gold production had to be used to meet the domestic needs of the country. At 
best, on an average annual basis during this period could be exported about 50 tons 
of gold. Publications of various kinds to the effect that the socialist industrialization, 
preparation for war, the war itself and the elimination of its consequences were 
funded by large-scale exports of gold, are an obvious exaggeration. 


Soviet, 2049.8 tons in 1953, by way of comparison, in 1953, according to the data 
of T. Green mentioned above, the leading countries of the world had the following 
volumes of gold reserves: 

USA - 19,631 tons; 
Great Britain - 2011 tons; 
Switzerland - 1,296 tons; 


Canada - 876 tons; 
Belgium - 689 tons; 
Netherlands - 658 tons; 
France - 548 tons. 


Thus, in 1953, the USSR, despite its enormous losses during World War II and the 
need to restore the ruined economy, was in second place in the world in terms of 
official gold reserves (although, of course, the lag from the United States, which 
managed to get rich from the war, was almost ten times). 


1 Green T. Central Bank Gold Reserves. - P. 18. 

The main task of gold reserve accumulation was to provide the country with a 
strategic resource in case of emergency. At the same time the task of supplying the 
ruble with gold reserves after the war was of no practical use, and the so-called gold 


content of the national currency was in no way connected with the gold reserve of 
the USSR State Bank. 


The gold reserve after Stalin: embezzlement and plunder 
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If in 1953 the gold reserve of the USSR was equal to 2050 tons (rounded), then at 
the end of the existence of the USSR (1991) it was only 484.6 tons, which was more 
than four times lower than the record level of 1953. The country, which ranked 
second in mining gold in the world, the volume of gold reserves was in tenth place in 
the world! 


For reference: in 1991, gold reserves in some countries of the world ahead of the 
Soviet Union had the following volumes: 

U.S. - 8,146 tons; 

Germany - 2,960 tons; 

Switzerland - 2,590 tons; 

France - 2,546 tons; 

Italy - 2,074 tons; 

Netherlands - 1,367 tons; 

United Kingdom - 588 t; 

Portugal - 494 t; 

Spain - 486 tonnes’. 


And the USSR, unlike most of the countries listed above, was the leading gold- 
mining country (among the countries listed above, only the United States can be 
called a major gold-mining country). By the way, the average annual production of 
the yellow metal in the Soviet Union in the period from 1953 to 1991, was at 
approximately 250 tons, that is roughly for the post-Stalin period of Soviet history in 
the country was mined about 7000 tons of precious metal. If it were added to those 
2050 tons of metal, which Stalin left behind, then in 1991 the Soviet Union would 
have had more than 9,000 tons of gold. In other words, the Soviet Union in terms of 
official gold reserves would have been the first country, ahead of the United States. 
As we have noted, in 1991 the Soviet state treasury contained less than 500 tons of 
gold. So where did more than 8.5 thousand of the yellow metal go? 


The first major batch of gold (148.7 t) from the state gold reserve was sold on 
foreign markets in 1953, immediately after Stalin's death?. 


1 Green T. Central Bank Gold Reserves. - P. 19. 
2 Borisov S. M. Gold in the Modern World. - M., 2006. - C. 133. 
3 Green T. The New World of Gold. - P. 67. 


In the 12 years after Stalin's death, according to Western sources, in London and 
Paris markets were sold 2,900 tons of Soviet gold®. The main volume of sales (1,244 
tons) in this period came in 1963-1964. At that time, the Soviet Union was forced to 
buy large quantities of grain on the world market because of poor harvests. In 1965- 
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1971 the USSR did not enter the world market with its gold. Then sales of gold 
resumed. 


Most of the annual production of the yellow metal was thrown on the world market 
in order to somehow compensate for the declining efficiency of the Soviet economy. 
From 1972 until the end of the Soviet Union more than 5 thousand tons of the metal 
was sold. In fact, the country was hooked on the "golden needle" (and from 1973, 
when prices for "black gold" rose sharply following the outbreak of the energy crisis, 
it was also hooked on the "oil needle"). In all, according to Andrianov's estimates, 
between 1953 and 1991, the Soviet Union sold 8.2 thousand tons of the yellow metal 
on the world market. This roughly coincides with my earlier estimate (8.5 thousand 
tons). 


As T. Green notes, "oil, natural gas and weapons were the main sources of its 
(Russia - V.K.) foreign exchange earnings; gold provided the rear, acting as a 
balancing item. If Russia had enough of these kinds of revenues, gold sales were 
low; if they were in short supply because of a poor grain harvest or, as was the case 
in 1986, because of falling oil prices, then gold sales were on the rise. 


1 Green T. Central Bank Gold Reserves. - P. 19. 
2 Borisov S. M. Gold in the modern world. - M., 2006. - C. 133. 
3 Green T. The New World of Gold. - P. 67. 


1 Andrianov V. Gold and foreign currency reserves of Russia // Society and 
Economy. - 2003. - N 9. - C. 150. 
2 Green T. The Prospect for Gold: the View to the Year 2000. - P. 89. 


Soviet Foreign Banks at the World Gold Market. 


T. Green emphasizes that the sale of gold by the Soviet Union was carried out not 
only at the expense of state reserves, but also at the expense of gold purchased on 
the world market for subsequent sale at a higher price. Operations with gold on the 
world market were carried out by the Soviet foreign banks, especially the bank 
"Voskhod" established in Zurich in the early 1970s. Green acknowledges the high 
skill of Soviet bankers who skillfully used the market conditions to ensure maximum 
efficiency of the "gold" trade. Thus, he notes that the record sales of gold by the 
Soviet Union in 1978 were due to poor grain harvest, but carried out with sufficient 
anticipation. In the period from June to early October, 256 tons of gold were sold, 
and the bad harvest was announced only at the end of October. Thus the Soviet 
Union was able to avoid dumping gold to pay for grain. 
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1 Silver and Gold Report. - 1978. - June. 


In fact, there was a "gold war" between the USSR and the United States, and the 
Soviet Union was outplaying its opponent. In the U.S. there appeared many critics of 
gold auctions, who rightly pointed out that auctions strengthen the main enemy of 
America. Here is what T. Green said on this subject in his speech at the Fourth 
Annual Conference of the American National Committee on Monetary Reform in 
Nassau (USA)": 


"Over the past five years Voskhod (Sovzagranbank in Zurich. - V.K.) became an 
active participant in the gold market - mainly as a seller, but occasionally as a buyer 
in order to stabilize its profit. In this respect there is a very significant difference from 
South Africa. The South African Reserve Bank simply sells the country's production. 
It is a one-way street. "Rising, on the other hand, operates in both directions". And it 
usually sells very, very smartly. It always sells metal when the price goes up and 
never when it goes down. At the moments when the price bottoms, he simply leaves 
the market and waits for the price to stabilize at a new level. "Voskhod is also 
probably trying to support the market by making large purchases". More than once, 
the Russians have bought enough gold to prevent a serious drop in the price of the 
metal. He also appears in other markets. We can remember that he was a buyer in 
the first IMF auctions, and | think this is a manifestation of their strategy. Do you 
remember that nervousness about the possible consequences of the IMF auctions, 
which might have lowered the price of gold? And who shows up and buys? The 
Russians!" 


1 Cited from: Krotov Nikolai. Race on golden calves // Untouchable reserve. - 2007. 
-N2. 


The Soviet Union, which had a massive output of gold (second place in the world 
after South Africa) and whose economy was based on the state monopoly of foreign 
trade and the state currency monopoly, in the 1970's and early 1980's essentially 
"made the weather" on the yellow metal market, outstripping even South Africa in its 
influence. However, even the most experienced gold traders of the Soviet foreign 
banks could not compensate for the declining efficiency of the Soviet economy. 


Perestroika and the new "gold exodus" from the country. 
During most of the Soviet period, gold exports were substantially less than the 


amount of gold produced in the corresponding year. After Stalin's death and before 
Gorbachev came to power, only a few years were an exception to this rule. Since the 
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mid-1980s there was a tendency to send to foreign markets almost all the newly 
mined gold except for what was needed to meet domestic technical needs. 


Here is what T. Green writes in this regard: "He (Gorbachev - V.K.) apparently 
treats gold as just another commodity useful for obtaining foreign currency - along 
with oil, diamonds or furs which the Soviet Union sells on a regular basis; it (gold - 
V.K.) is not seen as something intended to form reserves. The Soviet Union, 
therefore, will sell all the products (gold mining. - V.K.) that will remain after satisfying 
the needs of the electronic industry or other special consumers and covering 
obligations to the partners in the CMEA. These domestic needs are about 70-90 tons 
a year; according to Western estimates, the remainder can be regarded as sales (on 
the world market. - V.K.). 


In the years of so-called perestroika (1985-1991) began the most powerful "exodus" 
of gold from official reserves of the USSR. Such a large-scale supply of gold was 
intended to compensate for the loss of foreign exchange earnings of the USSR as a 
result of the sharp decline in oil prices on the world market in 1986. 


It is noteworthy that gold prices on the world market began to fall even earlier. 
According to S. M. Borisov, from March 1983 through February 1985 (in total - 24 
months) gold prices fell from 511.5 to 284.25 dollars per troy ounce (daily quotations 
of the London market). However, in the next period from March 1985 to December 
1987 (34 months) gold prices rose to $502.75, which at least to some extent 
compensated for the fall in the price of oil exported by the Soviet Union. However, 
the prices did not manage to reach the previous "peak" of March 1983. Then until the 
end of the existence of the USSR (i.e. within 4 years) there was observed a new gold 
price decrease in the market; it lasted after the appearance of the Russian 
Federation on the world political map and stopped only in March 1993 at the level of 
326.1 dollars per Troy ounce’. 


1 Green T. The Prospect for Gold: the View to the Year 2000. - P. 89. 
2 Borisov S. Gold in the Modern World. - C. 117. 


Note that in the last three years of the existence of the Soviet Union was sold more 
than 1 thousand tons of gold in conditions of constantly falling prices on the world 
market. 


According to the balance of payments of the Soviet Union published in 1992, over 
the last two years of its existence (1990-1991)' gold was sold abroad for $6.5 billion, 
which, according to estimates of S.M. Borisov, was equivalent to more than 540 
tonnes, (virtually all of this gold, according to the balance of payments, went to 
developed countries). In addition, another 250 tons of gold was sent abroad as 
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collateral for Western loans*. Thus, in the last two years of the existence of the 
Soviet Union was exported more than 790 tons of gold’. 


1 See Economy and Life. - 1992. - N 6. - C. 11. Note that this was the first 
publication of the balance of payments of the USSR after 1936. 

2 See: Borisov S. M. Ruble - the currency of Russia. - C. 145. Incidentally, we have 
never encountered any information that this "collateral" gold was returned to our 
country. 

3 As V.D. Andrianov notes, the export of gold in 1990, equal to 474.6 tons, was a 
record for the entire history of our country (Andrianov V.D. Gold and gold and foreign 
exchange reserves of Russia // Bankovsky Ryad. - 2003. - September. - N 3). 


During perestroika years more than 1.5 thousand tons of gold left the country. Note 
that the gold reserve of the country continued to thaw even after the collapse of the 
Soviet Union. Incidentally, according to agreements between Russia and the other 
new post-Soviet states, the gold reserve of the Soviet Union remained with the 
Russian Federation. In exchange for this concession by the new states, the Russian 
Federation assumed all obligations for the external debts of the Soviet Union. In the 
Russian Federation the official gold reserve was decreasing during the next few 
years. - 267,3; 1994 r. - 317,1; 1995 r. - 261,8. Thus, in 1995 the gold reserve of 
"democratic" Russia was 8 times lower than the stock of Stalinist gold in 1953. 


In conclusion we can say that no country in the history of mankind knew such an 
intense exodus of gold across national boundaries. Even during the wars (World War 
| and World War II) the leakage of gold from the warring countries was on a much 
more modest scale. 


In the USSR, for most of its existence, the main three forms of ownership were: a) 
personal; b) state; c) cooperative. This was the description of the socialist economy 
in Soviet textbooks. This picture was simplistic and camouflaged serious negative 
processes in the economy of the USSR, especially after Stalin's death. 


Forms of ownership in the USSR: the official interpretation. 


To begin with, let us give a brief description of the three forms of ownership listed 
above. 


Personal property - property which belonged to an individual person and was 
necessary for him to satisfy his vital needs (food, roof over the head, minimum 
cultural needs, etc.). Personal property included housing, furniture, household 
appliances, vehicles, etc. | am not even talking about smaller items (books, clothes, 
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jewelry, etc.). The Soviet state was careful to ensure that items of personal property 
were used only to meet a person's subsistence needs and did not become the 
means of production - at least, not a means of exploitation of one person by 
another. Possession of some elementary implements was permitted, but without the 
use of hired labor, such as tools for household chores. There were certain 
restrictions on the amount (both in value and physical terms) of personal property. 


State ownership was the dominant form in the USSR throughout Soviet history. It 
was also considered national property; first of all, it was ownership of the means of 
production: factories, plants, state farms, trade, transport, construction and other 
state organizations on whose balance sheets were machinery, equipment (active 
elements of fixed assets), various buildings and structures (passive elements of fixed 
assets), vehicles, infrastructure facilities (pipelines, ports, power lines, etc.). Plus 
stocks of raw materials and semi-finished products, as well as finished products 
(tangible current assets). Plus funds in bank accounts (cash working capital). In 
addition, the state owned natural resources, objects of social infrastructure, a variety 
of military property. 


Shadow capital in the USSR. 


Cooperative property in the conditions of the complete and final victory of socialism 
(i.e. Since the second half of the 1930s) was represented primarily by - productive 
collective farms in the agrarian sector of the economy. But, by the way, the collective 
farms did not own the land, but, according to the Constitution, were in perpetual use 
of it. For a long time, tractors and other agricultural machinery were also in the use of 
collective farms. These machines were on the balance sheets of machine-tractor 
stations (MTS), which had the status of state organizations. In addition to collective 
farms, there were cooperative organizations in the sphere of procurement of 
agricultural raw materials and agricultural products and their sale through their trade 
network (consumer cooperation). There were also artels, which were engaged in the 
production of industrial consumer goods and some parts for the final products of 
state industrial enterprises. 


The textbooks on Soviet (socialist) economics that were published after Stalin's 
death presented the picture of socialist society in this way: three main forms of 
ownership and two main economic modes (state and cooperative). At the same time, 
the cooperative was reduced to collective farms. It was emphasized that as the 
USSR progressed towards building socialism, state property, which was truly 
nationwide and, therefore, socialist, would play an ever greater role. This was written 
in the new program of the CPSU, which was adopted at the XXII Congress of the 
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Party in 1961 and which proclaimed the construction of a communist society in the 
USSR by 1980. 


Capitalism at the time of the new economic policy. 


As for the capitalist form of property, it was often not mentioned at all. Or it was 
mentioned as a phenomenon of years gone by, when the so-called new economic 
policy was conducted in the country. 


Before the NEP, the country went through a period of "war communism" (1918- 
1921), when the dominant structure was small-scale farming (millions of peasants 
with their private farms) and the state structure in industry, transport and trade. 
Privately owned enterprises were nationalized. Even more rapidly the banks were 
nationalized. This was the period when the Bolsheviks fought most vigorously 
against commodity-money relations, trying to move the entire economy to a direct 
distribution of the intermediate and final products of labor. It was a period when 
some of the theorists of the Bolshevik Party proposed to eliminate not only the small 
commodity economy, but also personal property as a vestige of capitalism, and all 
the workers and peasants in a voluntary-compulsory union into all sorts of 
communes or labor armies with a strict barracks regime. 


The total devastation in the country persisted and even intensified, so the 
Bolsheviks were forced to stop their experiments in organizing "war communism" 
and move to a new economic policy. A bet was made on the use of commodity- 
money relations to restore the economy while maintaining the Bolsheviks' 
commanding heights in the state (dictatorship of the proletariat). The proletarian 
state was to limit the scope of private capital in the country and suppress its claims 
to political power. The NEP was indeed an interesting period in our history, 
characterized by a rather great diversity of forms of ownership and economic 
structures. 


A private sector emerged in industry and commerce: some state enterprises were 
denationalized, others were leased out; private individuals were allowed to set up 
their own industrial enterprises with no more than 20 employees (later this "ceiling" 
was raised). Among the factories rented by private individuals there were some that 
employed 200-300 people, and in general the private sector during the NEP 
accounted for about a fifth of industrial production, 40-80% of retail trade and a small 
part of wholesale trade. In fact, it was not just a private sector, but a private-capitalist 
sector, since a fairly large number of hired laborers were used, privateers 
appropriated the surplus product, were capitalists. 
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The Bolsheviks allowed an even greater "outrage." After the nationalization of all 
foreign assets in Soviet Russia during the years of "war communism," they again 
began to attract foreign capital. A number of enterprises were leased to foreign firms 
in the form of concessions. In 1926-1927 there were 117 agreements of this kind in 
force. They covered enterprises employing 18,000 people and producing slightly 
more than 1% of industrial output. In some industries, however, the proportion of 
concession enterprises and mixed joint-stock companies in which foreigners owned 
part of the shares was significant: in lead and silver mining, 60%; manganese ore, 
85%; gold, 30%; in the manufacture of clothing and toiletries, 22%. In addition to 
capital, an influx of immigrant workers from all over the world was sent to the USSR. 
In 1922 the American Sewing Union and the Soviet government established the 
Russian-American Industrial Corporation (RAIC), which was given six textile and 
clothing factories in Petrograd and four in Moscow. 


Even greater reliance was placed on cooperative forms of economic management, 
which had been very well developed in pre-revolutionary Russia: both in the 
household and in industry, both in production and in trade, credit and insurance. 


True, during the epoch of NEP the role of production cooperatives in agriculture 
was insignificant (in 1927 they produced only 2% of all agricultural products and 7% 
of marketable output) but the simplest primary forms - sales, supply and credit 
cooperatives - covered more than half of all peasant farms by the end of the 1920s. 
By the end of 1928 - 28 million people (13 times more than in 1913) were covered by 
various kinds of non-productive cooperation, especially peasant cooperation. In the 
socialized retail trade 60-80% fell to cooperative organizations and only 20-40% fell 
to state organizations. In industry in 1928, 13% of all production came from 
cooperatives. There were cooperative banks and cooperative insurance companies’. 
Private capital did not disappear completely, but went into the shadows, 
underground. There it existed for several more years. 


Stalin's economy: the complete liquidation of private capital, but continued 
Artels. 


As | have already written, the period from the late 1920s to the late 1950s occupies 
a special place in the economic history of the USSR. Conventionally it can be called 
the period of Stalin's economy. This model was very different from what it was before 
and after. 


By the beginning of the 1930s, private capital had almost completely disappeared 


from the USSR economy. In the first half of the 1930s there was mass 
collectivization of the peasantry. Consumer cooperation and cooperation in non- 
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agricultural production remained, but reduced its scale. Since then, the structure of 
property and economic structures that we spoke of at the very beginning had taken 
shape. It was indeed so (or approximately so) during the Stalinist economy. 


Private capital, of course, did not want to give up. It began to go underground. 
According to foreign researchers, in 1928 illegal capital accounted for only 5% of the 
total turnover of private capital in the USSR. In the 1930s there was an active 
struggle to eradicate the remnants of illegal capital. On the eve of the war there was 
practically no more of it in the Soviet Union, only domestic speculation occurred’. 


For more details about cooperative forms of economy in this period of the Soviet 
economy see: Bilimovich A. D. Cooperation in Russia before, during and after the 
Bolsheviks. - M., 2005 (especially Part 3 "Cooperation and the Bolsheviks"). 


1 Kieran Roger, Kenny Thomas. Op. cit. 


Of course, Stalin was well aware that private capital could raise its head at any 
moment, so he took various measures to prevent its emergence. These measures 
were twofold. On the one hand, there were punitive measures, which suppressed 
the theft of socialist property and other various abuses. On the other hand, there 
were encouraging measures: small commodity (individual and cooperative) 
production was encouraged to overcome shortages in the consumer goods market. 
Not only did the state not put obstacles in the way of small commodity producers 
entering the retail market, but, on the contrary, encouraged such entry in every 
possible way. 


Stalin understood that any shortage is a breeding ground for theft, smuggling, 
speculation, organization of clandestine production of scarce goods, etc. Therefore, 
in particular, subsistence farming in the countryside was encouraged. Part of the 
time the peasant worked on the collective farm and part of the time he worked on his 
plot of land. The produce from this plot was partly consumed by the peasant's family, 
partly taken to the market and sold to the townspeople. The produce could be sold 
both by the peasant himself at the collective farm markets and for sale through the 
system of cooperative trade. In 1940, state trade accounted for 62.7% of total retail 
turnover, cooperative trade for 23.0%, and collective farm markets for 14.3%’. 


1 Economic Encyclopedia. Political Economy. T. 3. - M., 1979. - C. 30. 
True, it must be admitted that during such a difficult period of history for the country 
as the Great Patriotic War, shadow capital began to form in the Soviet Union again. 


Food speculation, counterfeit Soviet banknotes (they were printed in Nazi Germany 
and thrown into the Soviet Union), robbery (including the capture of large sums of 
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money during the evacuation of banking institutions), became a breeding ground for 
it. In addition, one should take into account the emergence on Soviet territory at the 
end of the war of a large quantity of foreign currency and captured items (industrial 
and food products, paintings, jewelry, antiques, etc.), which became objects of 
speculation and sources of illicit enrichment. It was necessary to act decisively and 
precisely to prevent the spread of shadow capital, which could cause serious 
damage to the cause of building socialism. There were two main strikes against 
shadow capital after the war. 


The first one was the currency reform carried out in December 1947, which 
devalued the enormous money assets of underground millionaires, that is, it was 
confiscatory in nature’. 


1 For more details on the essence and technique of the confiscatory monetary 
reforms, see: The Monetary Reform of 1947 in the USSR and Confiscatory Monetary 
Reforms in Europe 1944-1948. (http:/Awww.bonistikaweb.ru/KNIGI/den-20.htm). 

2 See: Popov V. P. Economic Policy of the Soviet State. 1946-1953. - Tambov, 
2000. 


According to the estimates of some economists, the cash money supply decreased 
more than three times: from 43.6 to 14 billion rubles, i.e. the capital in the amount of 
almost 20 billion rubles was actually confiscated.* The mentioned reform dealt a 
resolute blow to shadow capital. The balance between the stock of goods and 
money in the economy was restored, and inflation was avoided. Planned reduction of 
prices in the retail trade began. The card system was abolished. 


The second is the campaign organized by law enforcement agencies of the USSR 
to identify and punish those who committed various types of economic crimes - 
shopkeepers, dealers, counterfeiters, not to mention the banal crooks, swindlers and 
thieves. The campaign was conducted in the late 1940s. In 1949 alone, more than 
100,000 people were sentenced to long terms for such crimes. It is indicative that in 
the late 1940s, when the liquidation of the "shadow economy" was completed, the 
economic articles were removed from the death penalty list’. 

They were returned only a decade later, at the personal request of the First 
Secretary of the CPSU Central Committee Nikita Khrushchev. 


After the war (as well as in the 1930s) the punitive methods of combating shadow 
capital were combined with the encouragement of small-scale production and 
cooperation. Let us give the floor to Mikhail Kozyrev, a researcher of the shadow 
economy in the USSR: "Stalin won the battle for power in the Soviet top brass, and 
the NEP was curtailed. Industrialization and collectivization began. It would seem 
that private business should have been eliminated, and those who were engaged in 
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them, all sent to dig canals. But no ... During the Stalin decades in the Soviet Union 
flourished so-called cottage industry workers and their artels, in simple terms - all 
sorts of small and very small businesses, which in the light of the established view of 
the USSR in the 1930s and 1950s as a totalitarian state, ruthlessly suppressed any 
sprouts of independence and dissent (in economics, politics, art), looks a little 
unexpected. But the fact remains that in the late 1940s and early 1950s, hundreds of 
thousands, if not millions, of people were engaged in various kinds of small-scale 
private enterprise. Of course, artisans as a class alien and a priori dubious element 
were under the close supervision of the authorities. But there was no command for 
the total elimination of this layer. 


...After the war the Soviet economy lay in ruins. The arms race that had begun 
demanded an accelerated reconstruction of heavy industry, which was devouring all 
the available resources of the state. The authorities by necessity accepted the 
existence of a large private sector in the economy. By the end of the 1950s there 
were about 150,000 artels (cooperatives) and private artisans registered in the 
USSR. 


1 Mikhail Kozyrev. Underground Millionaires. All the Truth about Private Business in 
the USSR. - M., 2011. Quoted from: 
http://os.colta.ru/literature/projects/162/details/30584/?print=yes. 


On November 9, 1946 on Stalin's personal instruction the government adopted the 
resolution "On the development of cooperative trade in cities and towns with food 
and industrial goods and on the increase of food and consumer goods production by 
cooperative enterprises". The measures taken by the government yielded their 
results. In 1945 about 25 thousand stores and tents were opened all over the 
country; in 1946 - 40 thousand, in 1947 - more than 60 thousand. The number of 
catering enterprises increased from 73,400 in the end of 1945 to 82,100 in the end of 
1947. 


Even in the cities there was no absolute dominance of the public sector. Here is the 
data for 1952. According to various estimates, the private (small-scale) sector 
accounted for 6 to 8% of the production of consumer goods and domestic services. 
This sector was Officially called trade cooperation and was represented by all kinds 
of artisanal workshops (tailoring, locksmith and repair, jewelry, watchmaking). It also 
included such activities as procuring scrap materials, household construction and 
repair work, teaching and tutoring, cottage industries, etc. Such trades were carried 
out with patents and were legally limited only by the number of hired workers. 


Handicrafts cooperation continued to exist in the USSR even after Stalin's death, 
until the end of the 1950s, and to some extent it made up for the constant shortage 
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of consumer goods. By the end of the 1950s there were more than 114 thousand 
workshops and other industrial enterprises, employing 1.8 million people. They 
produced 5.9% of the gross output of industry, for example, up to 40% of all furniture, 
up to 70% of all metal ware, more than a third of the upper knitwear, almost all 
children's toys. The system of industrial cooperation included 100 design bureaus, 
22 experimental laboratories and two research institutes’. 


1 Mikhail Kozyrev. Underground Millionaires. All the Truth about Private Business in 
the USSR. - M., 2011. Cited from: 
http://os.colta.ru/literature/projects/162/details/30584/?print=yes. 

1 Makarenko A. P., Krasheninnikov A. |. Theory of cooperation. - M., 2008. - C. 89. 


Khrushchev's dismantling of the Stalinist economy. 


The dismantling of the Stalinist economy began already in the 1950s. - under 
Khrushchev. | have already written about it. Now | want to pay special attention to 
the fact that this leader did everything possible to destroy small-scale commodity 
production in the USSR. 


First, the homestead (subsidiary) farms of collective farmers were almost 
completely eliminated. During the period 1953-1958 there was a steady increase in 
the production of peasants' personal subsidiary plots. However, from the end of the 
1950s the situation began to sharply deteriorate. In 1959, in particular, the Party and 
the state made a decision to socialize the cattle, which were kept on collective 
farmers' private farms (it was voluntarily and involuntarily transferred to collective 
farms). At the same time the size of garden plots was reduced. There were also ill- 
conceived decisions to enlarge collective farms, transform collective farms into state 
farms (state agricultural enterprises), eliminate MTS, and drastically limit collective 
farm markets, and much more. All of this combined made life very difficult for the 
collective farm peasantry. In 1960-1964 alone, about 7 million people moved from 
the countryside to the city. The village became depopulated. At the same time, the 
shortage of many food products intensified not only in state and cooperative stores, 
but even in collective farm markets, (whose activities were also severely limited). 


1 Cooperatives in the USSR // http://ru.wikipedia.org/wiki/KoonepatuBbI_B_CCCP. 
Second, there was a blow to the trade (production) cooperation. On April 14, 1956 
there appeared the decree of the CPSU Central Committee and the USSR Council of 


Ministers "On Reorganization of Industrial Cooperation" according to which its 
enterprises were to be transferred under the jurisdiction of state bodies. At the same 
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time the share fees were to be returned in 1956 in accordance with the Articles of 
Association. By the mid-1960s, the trade cooperation was completely liquidated’. 


A. Nilov cited as the second reason for the rapid activation of the shadow economy, 
the sharp weakening of the state's controlling functions in the economy’. 


1 Thus, only the system of consumer cooperatives, housing and construction 
cooperatives, artel folk crafts, and gold mining artels remained in the Soviet period. 
2 Nilov Alexander. Op. cit. 


After 1953 the functions of the USSR Ministry of the Interior in the part of the 
economic control were almost completely reduced to nothing. At the same time, the 
prosecutor's office, the Ministry of State Control, the Ministry of Finance, the State 
Bank and other agencies reduced their economic control. The euphoria of economic 
freedom lasted about 5-7 years. Economic crime in various forms (theft of socialist 
property, embezzlement, bribes, illegal cashing of enterprise funds, establishment of 
underground industries, illegal trade in shortages, currency transactions, etc.) was 
on the rise. Things went so far that in the early 1960s, a thorough inspection of 
economic organizations and authorities began and very significant amounts of 
corruption and abuses were uncovered. At that time, about 12,000 leading workers, 
including 4,000 party workers, were brought to court for these abuses. A number of 
defendants were sentenced to the capital punishment - the death penalty. 


In 1961, when the capital punishment for economic crimes was introduced, the 
number of death penalty sentences more than tripled to 1990, as compared with 
1960. In 1962, capital punishment was used 2,159 times’. 


1 Mikhail Kozyrev. op. cit. 


Later the number of death sentences decreased. To strengthen the fight with 
economic crimes, on November 27, 1962 the joint decree of the CPSU Central 
Committee, the Presidium of the Supreme Soviet and the Council of Ministers of the 
USSR created the all-union Committee of the Party and State Control of the CPSU 
Central Committee and the Council of Ministers of the USSR and relevant local 
bodies. In principle, the measures taken were correct. Of course, the scale of the 
campaign was impressive. But by the way, the scope of Stalin's campaign against 
underground millionaires and economic crime in the late 1940s was greater than 
Khrushchev's campaign of the early 1960s. "The economic crime genie, released in 
the 1950s, could not be chased back into the bottle". 
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CHAPTER 9 THE SHADOW ECONOMY UNDER KHRUSHCHEV. 


During Khrushchev's time the underground economy was represented by the so- 
called tsekhoviki and thieves. 


Tsekhoviks were those who organized the production of scarce goods from 
unaccounted-for raw materials either at the production facilities of existing factories 
or in special rooms with unaccounted-for equipment. In fact, it was production 
capital. 


In fact, the first shopkeeper to be exposed in the USSR was Shaya Shakerman. 
Having found a job as head of workshops in a psychoneurological dispensary, in 
1958 he purchased industrial sewing and knitting machines, which he secretly 
installed in the barracks of the hospital. Patients used them to make fashionable 
clothes. Shackerman's associate was Bris Roifman (director of the Perovsky textile 
factory, which had 60 underground enterprises in different regions of the country). In 
1962 both shopkeepers were arrested. During searches, valuables worth 
approximately 3.5 million rubles were seized from them. In 1963 both were 
sentenced to death. 


Hoarders were referred to as those who had access to the commodity stocks of the 
Soviet trade and were engaged in the sale of goods from under the counter. 
Sometimes barygs (gamblers) built quite complex schemes for the sale of shortages, 
which involved hundreds and thousands of people. Hoarders represented trading 
capital. 


They began by speculating in consumer goods. Later the commodity range of 
bargarians expanded, they began to trade in products and materials that were used 
in industrial and agricultural production, construction, and transport. These were 
such intermediate products as bricks, cement, lumber, gasoline, diesel fuel, chemical 
fertilizers, etc. Some of these products went to shopkeepers, some were sold for 
personal use. To this end, state enterprises made use of write-ups (including 
overstated consumption of materials and other intermediate products). By fictitiously 
carrying out and exceeding the plan, the resulting surplus materials were written off. 
Here is an example (though it is dated later): collective and state farms of the 
Tyumen region in 1977 sold 637 tons of diesel fuel and 2,830 tons of gasoline’ for 
cash on the side. 


There were also ordinary speculators who were not built into any stable marketing 
chains, but acted spontaneously, sporadically, and independently. Another kind of 
speculators were peddlers. They were engaged in the sale of goods exchanged or 
repurchased from foreigners. This type of speculation existed mainly in Moscow, 
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Leningrad and large port cities. The peddlers became quite widespread after the VI 
World Festival of Youth and Students in Moscow in 1957. The traffickers were often 
currency traders, i.e. they bought and sold foreign currency, which was treated as a 
criminal offense (as we know, there was a state monopoly on currency exchange in 
the country). 


Coalescence of shadow capital and the party-state apparatus. 


It was under Khrushchev that we began to see signs of the shadow economy 
merging with the Party and state apparatus, first at the district and city level, and 
then even higher. K. Skorkin, a contemporary researcher of the Soviet underground 
economy, writes about this splicing: "Overcoming the consequences of the 
personality cult freed Party and Soviet functionaries from fear for their own skin and 
shaped a psychology of corporate solidarity and impunity". This was the greatest 
achievement of Khrushchev's "democracy". It is also important to note that the 
standard of living of party and Soviet functionaries at the district and city levels was 
relatively low by the beginning of the sixties. But their domestic needs for the post- 
war years were constantly growing. Shadow capital offered such petty functionaries 
of the CPSU and Soviet power additional income in material and monetary form 
through the system of state trade. Such bribery of Party and Soviet functionaries at 
the district level was carried out for ten years. It ended by the beginning of the 


seventies "'. 


1 Slavkina M.V. Triumph and Tragedy: Development of the Oil and Gas Complex of 
the USSR. - M., 2002. - C. 176. 


Total in the apparatus of the CPSU in Khrushchev's time the right to the so-called 
"special service" had no more than 7% of senior functionaries. At the same time, in 
many cities and district centers there appeared unofficial distributors where even 
instructors of district CPSU committees and small officials of district executive 
committees could get scarce food and industrial goods. As a reciprocal service, party 
functionaries and officials of the state apparatus were engaged in "protection" of 
shadow capital. 


K. Skorkin further writes: "The breadwinner of the district functionaries of the CPSU 
and the Soviet apparatus was the shadow capital. And if it became the breadwinner, 
then, accordingly, it increasingly influenced decision-making in the district, and then 
at higher levels of power. The shadow economy continued to strengthen in all 
subsequent years until Gorbachev's perestroika. 
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State capitalism began to take shape in the country, which was noticed by some 
foreign communists. A member of the Communist Party of Germany (FRG), Willy 
Dickhut, published a book called "The Restoration of Capitalism in the Soviet Union" 
("Die Restauration des Kapitalismus in der Sowjetunion"); it was published in parts 
between 1971 and 1988, was later translated into Russian and published in Russia 
in the past decade. ' 


1 Dikkhut V. Restoration of Capitalism in the USSR. - M. - SPb., 2004 // 
http://www. pickalov.narod.ru/RCSU.htm. 


The verdict of V. Dickhuth was very harsh. He stated that Khrushchev has not only 
made a number of mistakes in socialist construction (some other communists abroad 
also talked about this). Under him, in the late 1950s and early 1960s, there was a 
restoration of capitalism. The German communist drew this conclusion from another 
conclusion, shocking for those times: the party and state bureaucracy in the Soviet 
Union began to turn into the bourgeoisie, that is, state capitalism began to take 
shape in the USSR. The restoration of capitalism began at the 20th Congress of the 
CPSU (1956), at which Khrushchev debunked the personality cult of Joseph Stalin. 
The German was absolutely correct in his assessment of Nikita Sergeyevich's 
speech, saying that the blow was not directed personally at Stalin, but at the model 
of socio-economic development of the USSR, which was developed and practically 
embodied by Stalin. It was a verified model of real socialism. Note that the German 
communist dates the complete restoration of capitalism to the time when Nikita 
Khrushchev proclaimed at the XXII Congress of the CPSU (1961) that communism 
would be built in the USSR by 1980. The German turned out to be very prescient. 


| have already written about the contribution that the Kosygin-Liberman reform 
(1965-1969) made to the destruction of the Stalinist economy and the restoration of 
capitalism in our country. According to some researchers, this reform is not the fruit 
of some intellectual thoughts and discoveries, but the result of lobbying efforts by 
representatives of the shadow capital, which flourished in full bloom during the time 
of Khrushchev. K. Skorkin, who has already been quoted above, writes: "By 1965, 
the shadow capital became so strong and impudent that for the first time in the 
USSR it attempted to influence the economic policy of the CPSU Central Committee. 
It was he who initiated the so-called reforms of 1965-1966. 


1. Skorkin K. Op. cit. 
The reform created favorable conditions for the further strengthening of the shadow 
economy. Much is known about the devastating consequences of the Kosygin- 


Liberman reform. The main thing is that it did not take long. Already in 1966 - 1967 
the USSR Ministry of Internal Affairs bodies liquidated clandestine factories and 
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plants at 45 state-owned plants and factories of food, light, and textile industries, 
building material production, and wood processing. The CPSU Central Committee 
leadership at the time realized the power of criminal money and became seriously 
afraid. Formally the reform had a chronological framework of 1965-1969. However, 
the "brakes" were put on already in 1966, (not without reason K. Skorkin said that it 
was the reform of 1965-1966). After that came a long, almost twenty years of 
stagnation. Behind the external face of statism of Soviet life, there was an invisible 
process of accumulation of underground capital forces. 


The scale of operations of shopkeepers and thieves under Brezhnev increased 
many times over in comparison with the times of Khrushchev. One can recall, in 
particular, the notorious story, which was called "Fur Mafia". We are talking about the 
largest organized criminal group in our country, disclosed by the KGB in the 1970s. 
The investigation of this case was supervised personally by Yuri Andropov, chairman 
of the KGB. The main persons involved in the case were Lev Dunayev, Rudolf 
Zhaton, Peter Snobkov, and losif Epelbeim. All of them were shopkeepers; the 
production of "leftist" products was established on the basis of a factory in 
Karaganda, Kazakh Soviet Union. On January 7, 1974, a total of about 500 people 
involved in the "Fur Mafia" were arrested. Mass searches were conducted in the 
apartments, dachas and places of work of the accused. Millions of rubles in three- 
liter jars and hundreds of kilograms of precious metals and stones were found. 
Snobkov alone was seized with 24 kilograms of gold rings, more than 5 million rubles 
in cash, about a hundred bankbooks to bearer. Despite the numerous clues, the 
case began to fall apart, because the leaders of the "Cartel," as the investigators 
dubbed the "furry mafia," had connections at the very top. Andropov with great 
difficulty managed to defend the criminal case. Snobkov, Epelbeim, and Dunayev 
were sentenced to death, while Rudolf Zhaton was sentenced to 15 years in prison. 


Corruption: Artificial shortages of goods. 


At this time corruption in the party-state apparatus was intensifying. It was no 
longer limited to bargains which allowed the state-party bureaucrats to sell scarce 
goods. Money was also used. In the Soviet Union before the early 1980s the topic of 
corruption was not raised openly. Ordinary citizens were forced to believe that 
corruption was uncharacteristic of socialist systems and was only inherent in 
bourgeois society. Meanwhile, the life came into conflict with the ideological dogmas: 
from the middle of the 1950s to 1986 the bribery registered in the criminal practice 
increased by 25 times in the country’. 


1 Maksimov V.K. The Concept of Corruption in International and Russian Law // 
Law and Security. - 2002. - August. - N 2-3 (3-4). 
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The question is: what did the "shady" want from the party and state functionaries? 


Firstly, guarantees of their immunity. 

Secondly, to get positions in the same party-state apparatuses for their relatives, 
places in prestigious universities for their children, trips abroad for themselves and 
their kin, etc. 

Thirdly, getting all sorts of services, which contributed to the further development of 
the shadow business, including gaining additional access to commodity funds (for 
hoarders), to equipment and raw materials (for shopkeepers), as well as creating 
artificial shortages of goods. 


Today it is no longer a secret that many shortages in the Soviet trade were artificial 
and were created with the purpose of further inflating prices on the "black market". | 
will give just one example, of which the older generation is well aware. This is an 
excerpt from the popular Soviet magazine "Za Rulem": 


"After establishing a network of "company" service stations in the USSR in the 70's, 
they began to supply the bulk of spare parts. Specialized stores received only a 
small percentage of parts that were immediately sold out. And their total output for 
each period was calculated taking into account natural wear and tear of the car fleet, 
without much stock. 


However, instead of expected fast and convenient for a motorist repair in practice it 
led to the unexpected effect in the form of the emergence of more and more 
aggravated with the time shortage of spare parts for passenger cars. The thing was 
that the stock of spare parts built up in service station warehouses was concealed by 
workers. The warehouses, most of which were perfectly supplied with service station 
parts, were literally bursting - the sudden inspections of OBKhSS (Department 
against theft of socialist property - subdivision of the Ministry of Internal Affairs of the 
USSR. - B. K) revealed availability of dozens and hundreds of every kind of parts, 
including the most "scarce" ones - at the same time people who applied to service 
stations got invariable refusals from dispatchers under the pretext of absence of 
spare parts. Naturally, this would have been impossible without the knowledge of 
superiors at all levels, although it was usually extremely difficult to prove the 
existence of a criminal conspiracy. 


The next step of the criminal business was to involve the most "conspiratorial" 
motorists into the scheme of illegal sale of parts from warehouse under the table, 
which was performed "locally" by service station attendants or their proxies. Thus the 
"client" paid not only for a spare part, but also for "work" of intermediaries, and also 
for fictitious work on its installation, due to what service station carried out the plan. 
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Though really there were no or practically no works at the accounting period, i.e. in 
contrast to modern swindlers from car-care center the Soviet ones did not aspire to 
bind the client extra works, but on the contrary, tried to perform even those of them, 
which were fixed in documentation, fictitiously. As a result the car owner was forced 
to install the spare part on his car besides multiple overpayments. In the situation 
created in this way, however, he was satisfied with this as well. 


Stolen parts were also traded at sporadic markets, usually located near major 
highways. There you could always buy parts, in any quantity and assortment, but 
with a huge overpayment. For example, in the mid-1980s, the state price for a set 
of crankshaft liners for the Zhiguli was quite affordable 7 rubles. (which compares 
with an average monthly salary in those years. - V.K.). 


1 The "iron market", or Near a meagre counter // Za rulem. - 1986. - N 1. 


The metastases of corruption began to penetrate deeply into the life of Soviet 
society. The state was trying to somehow resist its destructive influence. The first 
high-profile corruption case of the Soviet period was the case of the firm "Ocean" 
(1981-1982). From the investigation of this criminal case was initiated the so-called 
Sochinsko-Krasnodar case, one of the defendants in which was the first secretary of 
the Krasnodar regional committee of the CPSU, a member of the Central Committee 
of the CPSU Medunov. The fight against bribery and abuse of power intensified with 
the arrival of Secretary General Yuri Andropov in 1983, when the famous "cotton" 
case and the Mosprodtorg case were launched, in which Yuri Sokolov, director of the 
Eliseyev grocery store, was shot. However, this was the last outburst of the struggle 
against the shadow economy in the USSR. In 1984, Yuri Andropov died, and in 1985 
Mikhail Gorbachev came to power. 


Shadow capital was the initiator and organizer of perestroika. 


In fact, between the late 1950s and Gorbachev's coming to power in 1985, the 
USSR underwent the formation and maturation of state capitalism. In the USSR, the 
shadow economy had reached an unprecedented peak by the mid-1980s. According 
to some estimates, one third of the population's demand for services in the USSR 
was Satisfied by the shadow economy. Economic ties outside of state control 
contributed to the growth of so-called non-labor income, the production of "leftist", 
unrecorded products in virtually all areas of production’. 


1 Thomas Zamorsky. Shadow economy // Proza.ru 
(http:/Awww.proza.ru/2007/03/1 8-110). 
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According to rough expert estimates, in the early 1980s the shadow economy 
received an annual income of 80 billion rubles; in relation to the income of the state 
budget of the USSR it was more than 1/4’. Mikhail Gorbachev, General Secretary of 
the Communist Party of the Soviet Union, announced the value of shadow turnover 
in the Soviet Union at a meeting with the heads of departments of the CPSU Central 
Committee on December 16, 1986: 10 billion rubles per year, which, according to 
experts, was Clearly an underestimate. 


By 1989, experts were already talking about the existence of 100,000 (!) 
underground millionaires in the country who were able to legalize large sums of 
money. At that time shadow capital was estimated at 500 billion rubles, which was 
an amount close to the annual income of the state budget of the USSR". According 
to the data provided by K. Skorkin, over the course of several years of Gorbachev's 
perestroika the shadow capital in the USSR was multiplied by 100 times*. 


1 http://politfactor.ru/sssr-fatalnyy-samorazval-ili-kontrrevolyucionnyy-razlom. 
2 Skorkin K. Ibid. 


For all the tentative nature of these estimates of shadow capital, there is no doubt 
that it was on the rise under Gorbachev. This capital, or rather, its owners, were 
already cramped within the framework of the current formal socialist relations. The 
socio-economic basis of state capitalism was a close merger between the party and 
state bureaucracy of the USSR and representatives of the underground capital. At 
the same time, the line between these two components of state capitalism was 
conditional. 


The party apparatus of all levels in the early 1980s amounted to about 500,000 
people. Practically it was completely detached from the people. As an example, the 
membership of the CPSU Central Committee in 1981: secretaries of party 
committees of the republican and regional levels - 35%; workers of the CPSU 
Central Committee departments - 9; ministry officials - 31; military officials - 7; 
diplomats - 4; cultural workers - 3; KGB workers - 2; trade unionists - 2%', that is, 
91% are representatives of the bureaucracy. 


To the 500,000 party functionaries mentioned above, we can add about 1 million 
more functionaries representing the state-administrative apparatus, including the 
economic apparatus (ministries, directorates, directors of enterprises). This was the 
bureaucratic upper class ("nomenklatura"), which the German communist W. Dickhut 
mentioned earlier in the early 1960s astutely called the bourgeoisie, which was in 
complete control of state property, especially means of production and the state 
budget, i.e., it embodied state capitalism. 
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If we briefly define the essence of Gorbachev's perestroika, it is nothing short of a 
process of legalization of shadow capital. Criminal capital paid for the preparation 
and adoption of new destructive laws. In particular, such laws were adopted, which 
finally destroyed the barriers between non-cash and cash circulation. Enterprises 
received the right to withdraw money from bank accounts under various pretexts: for 
"material incentives" for employees, to perform work under the CNTTM (Centers for 
Scientific and Technical Creativity of Youth), for representational purposes, etc. 
According to the USSR Goskomstat, in 1985 58% of corporate profits were paid to 
the budget, and in 1989 this share fell to 45%. At the same time, in 1985, 38% 
remained at the disposal of enterprises, and in 1989, - 43% (the rest of the profits 
were transferred to the ministries' funds). It is noteworthy that if in 1985 only 15 % of 
all profits were transferred to the economic stimulation funds (the remaining 23 % 
were allocated to the development purposes), in 1989 it was already 40 % (and only 
3 %). In fact, 2/5 of all profits could be converted into cash. Huge amounts of "live" 
money were used by criminal capital to pay for specific decisions in the field of 
perestroika, i.e., the restoration of capitalism’. 


1 Robotyazhev N. On the genesis and essence of nomenklatura capitalism in 
Russia. - MEIMO. - 1998. - N 2. 


We have already spoken above about the creation of artificial deficits. It is not only 
a means of multiplying the profits of shadow capital, but also a powerful political 
weapon. Let us recall: how did the February Revolution of 1917 begin? - With the 
fact that in Petrograd there were problems with bread. And this despite the fact (as 
has now become apparent) that there was enough bread (wheat, flour) in the 
warehouses. There was also a lot of it in the railway trains, which for some reason 
stood idle on the tracks and could not reach the capital. 


Now let's move back to the years of perestroika. Thus, in 1987 the volume of food 
production compared with 1980 increased by 130%. In the meat industry increased 
production compared with 1980 was 135%, in butter and cheese — 131%, fish — 
132%, flour and cereals - 123%. During the same period, the country's population 
increased by only 6.7%, and the average monthly wage across the national economy 
increased by 19%. Consequently, food production in our country grew faster than 
population and wage growth. It turns out that in the last years of the Soviet Union's 
existence the country also organized artificial disruptions in the supply of foodstuffs 
to the population. This is how the mood in society was created in response to the 
needs of shady capital. 


It was criminal capital, not party leaders like M. C. Gorbachev and A.N. Yakovlev, 


pushed through the perestroika laws. Many authors pay attention to this. Here is 
what N. O. Arkhangelskaya writes: "The criminal origin of the capital made a mark on 
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the reforms taking place in the country in the late 1980s, the first step of which, 
according to specialists, was the laundering of underground capital in order to be 
able to participate in privatizations and "legally" acquire ownership of the most 


profitable businesses "”. 


1 Kasatkin A. The Deficit of Goods in the USSR was Created Intentionally // 2012. - 
May 26 // http://newsland.com/news/detail/id/964157/; Rushnikova V. In the USSR 
the deficit of goods was created artificially 
(http://clubs.ya.ru/461 168601 8427392330/replies.xml?item_no=145791). 

2 Arkhangelskaya N.O. Op. cit. 


In 1988 the active transformation of the ministries and departments into capitalist 
concerns and associations began. The ministers or their deputies represented them 
and owned the control packet of shares. 


The USSR KGB was no longer in control of the situation in the country. This 
organization, much like the Communist Party, had long ago been reborn and quietly 
participated in the looting of public property. And it was already a corporate 
capitalism. In 1988, cooperatives were created on the basis of Party, Komsomol 
(Communist) and state property, through which the shadow capital was laundered. 
The cooperatives were then transformed into small businesses, and their owners 
were former secretaries of party committees. The basis was being prepared directly 
for small and medium capitalism. 


After August 1991, the old party, state and economic nomenclature appeared in the 
form of professional managers, state administration officials, industrialists and 
entrepreneurs - about 1.5 million people’. In the 1990s the presence of the old 
nomenclature in various new institutions of power was evaluated. Thus, in 1994 the 
nomenklatura in Yeltsin's administrative entourage amounted to 75%, in production 
(the director's corps) - 74%. It is noteworthy that not many people made a career 
under the new "democratic" power. Of the new, democratic nomenclature, 37% 
made their careers under Brezhnev and 39% under Gorbachev’ . 


1 On January 1, 1989, there were 19.4 million Communist Party members, or 9.5% 
of the population. It turns out that only 7-8% of the CPSU members turned out to be 
the "beneficiaries" of perestroika. 

2 Robotyazhev N. Op. cit. 


It was the underground capital that played a decisive role in the collapse of the 
Soviet Union, for it financed various parties and separatist movements in the Baltic 
republics, Transcaucasia, Moldavia, and Western Ukraine. The special services in 
the second half of 1980s were not yet able to carry out large-scale financing of 
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subversive activities in the USSR. It was their own shadow capital that did this. In 
fact, the "fifth column" in the USSR was not some deeply hidden agents of foreign 
intelligence, but figures of shadow capital. Of course, they were focused on the 
West, with the idea that they could realize the full potential of their accumulated 
capital there. Western intelligence services kept track of such activists of the Soviet 
underground. Sooner or later many of the shadow capitalists were recruited by 
Western security services. 


CHAPTER 10. STALIN'S "EXPROPRIATION OF REVOLUTIONARIES. 


In Chapter 5, | gave an overview of some of the versions explaining the origin of the 
currency for the purpose of socialist industrialization. The last of the versions | have 
called conventionally the "expropriation of the expropriators." This version is very 
exotic, so | put its detailed description beyond the scope of this article. Now we will 
consider it in details. 


A few touches to the picture of "Bolshevik privatization. 


The most complete picture of the privatization of the first years of Soviet power in 
his time was given by Igor Bunich in his books "The Site of Satan" and "The Gold of 
the Party". | will cite only two excerpts from "Satan's Range" which include 
information from leading American newspapers in 1921. The first excerpt is a secret 
note from V. Lenin to his party comrades (April 1921), together with a translation of a 
note from a leading American newspaper, the New York Times (apparently March or 
April 1921): 


"Top Secret. 

T. To Unschlicht and Bokyi! 

This is an outrage, not a job! This is no way to work. Take a look at what they're 
writing. Immediately, if necessary, together with the People's Commissariat for 
Foreign Affairs and Comrade Bach, find the leak. In view of the secrecy of the paper, 
| ask that it be returned to me immediately, along with the enclosed and your opinion. 

Pred. SNK Lenin." 

"Attached" was a clipping from the New York Times with a translation already made 
(by Lenin himself, judging by his handwriting): 

"The aim of the 'workers' leaders of Bolshevik Russia seems to be a manic desire 
to become a second Harun-al-Rashid, the only difference being that the legendary 
Caliph kept his treasures in the cellars of his palace in Baghdad, while the 
Bolsheviks, by contrast, prefer to keep their wealth in the banks of Europe and 
America. In the past year alone, as we have learned, the Bolshevik leaders' accounts 
have received: 
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From Trotsky - 11 million dollars to the U.S. bank alone and 90 million Swiss francs 
to the Swiss Bank. 

From Zinoviev, 80 million Swiss francs to the Swiss bank. 

From Uritsky, 85 million Swiss francs to the Swiss Bank. 

From Dzerzhinsky, 80 million Swiss francs. 

From Ganetsky, 60 million Swiss francs and $10 million U.S. dollars. 

From Lenin - 75 million Swiss francs. 

It seems more correct to call the "world revolution" a "world financial revolution", the 
whole idea of which is to collect in the personal accounts of two dozen people all the 
money in the world. From all this, however, we draw the unfortunate conclusion that 
the Swiss Bank still looked, from the point of view of the Bolsheviks, much more 
reliable than the American banks. Even the late Uritsky continued to keep his money 
there. Does it not follow that we need to reconsider our financial policy from the 
angle of its greater federalization?" 

Several months have passed since Lenin's note. The suspect in the "leak of 
information" turned out to be a certain citizen named Sheleches. Lenin could not 
calm down after that story, continuing to put in order the organization of the process 
of "privatization" of property expropriated by the Bolsheviks. Bunich wrote: 

"Lenin loses his patience and sends the following message to Unschlicht on August 
19: 

"19. VIII. 

Top secret. 

Comrade. Unschlicht! | ask you to instruct who should present me with: 

1) the exact particulars of what the evidence is, and 

2) a copy of the interrogation or interrogations in the case of... Sheleches. | have 
already written about it. Make it clear to whom it is proper that they should not be late 
in the future. 

Lenin's regards." 

But the gold continues to float away in two ways: abroad and in the secret vaults of 
the Cheka. Both sides do their best to expose each other by leaking to the Western 
press. 


The New York Times, in its issue of August 23, 1921, wrote: "Kuhn, Leiba & Co., 
which subsidized through its German branches the coup in Russia in 1917, was not 
left unscathed by its grateful customers. Only for the first half of this year, the bank 
received from the Soviets gold amounting to 102 million 290 thousand dollars. The 
leaders of the revolution continue to increase deposits in their U.S. bank accounts. 
Thus, Trotsky's account in just two American banks recently increased to $80 million. 
As for Lenin himself, he stubbornly continues to keep his "savings" in a Swiss bank, 
despite the higher annual interest rate on our free continent. 
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In October 1921, Scheleches was shot. The "poor jeweler" was tried by the Military 
Collegium of the Supreme Tribunal under the All-Russian Central Executive 
Committee, as if he were one of the leaders of the revolution or a classic of Marxism. 


1 Igor Bunich. The training ground of Satan. - 1 Igor Bunich. - C. 33, 34. 


Note that the plot described by |. Bunich, refers only to 1921, and it concerns only 
the deposits of the Bolsheviks in the banks of the United States and Switzerland. But 
the loot was also exported to banks in Sweden, Britain and a number of other 
countries. The process of withdrawal of the wealth continued for several more years. 


From the end of 1922 the flow began to weaken, and in 1925, when Stalin 
strengthened his position in the party and government, it ceased. 


In a book | published a few years ago’ | tried to estimate the scale of gold exported 
by the Bolsheviks outside the country. The yellow metal was converted into currency 
locally (in New York, London, Stockholm, Zurich, etc.), and the currency was 
deposited in accounts in reputable banks. There was fierce competition between 
Western banks for money from Soviet Russia and "revolutionary" clients (look at the 
New York Times notes: how Americans reacted jealously to the fact that Russians 
preferred to use Swiss banks). 


So the gold came out of Russia through different channels and under different 
"legends". This is primarily "steam locomotive gold" and "the gold of the Comintern", 
as described in Chapter 8 of this book. 


The process of transferring the gold abroad was led by Trotsky, who specifically for 
this purpose took (among all other positions) the post of Commissar of Railways. 
However, if we talk about Trotsky, he had several channels for the transfer of gold 
abroad. The final point of Trotsky's "gold" was America, where his relative, banker 
Zhivotovsky, was located. He was a business partner of Lev Davidovich and helped 
to convert the metal into currency and place it in American banks. 


The scale of export of Russian gold in 1921-1922 years indicate the following data 
of modern researcher V. Shambarov: "In Stockholm, Olaf Ashberg (director of the 
Swedish "Nia-bank", who actively cooperated with the Bolsheviks. - B. K.) offered 
"unlimited quantities of gold" through Swedish banks to all comers. This is where the 
"laundering" was done. Russian gold was transported and sent to other countries 
with new stamps. Director of the Swedish mint stated that from January 1 to April 22, 
1922 70 tons of gold was melted. The bulk of it was then sent to America. And the 
New York Times carried on the front page of the headline "Gold Flood at the Assay 
Office," noting that "during the first 8 months of 1921, the U.S. imported gold worth 


172 


179 


460 million dollars. Of these vaults at the Kuhn and Loeb "settled 102.9 million 
dollars ... Capacity assay office with the melting of the amount could not cope, some 
of the gold was sent to San Francisco" ;"". 


1 Katasonov V.Y. Op. cit. 


| will comment on this information from an American newspaper. Based on the fact 
that the price of gold at the time was approximately $ 20 per troy ounce, gold imports 
amounted to 23 million troy ounces, that is, about 715 tons of metal. Of these, more 
than 5 million ounces, or about 160 tons of metal, were placed in the vaults of Kuhn 
and Loeb." 


1 Shambarov V. E. op. cit. - C. 461-462; see also: Sutton E. op. cit.; Merkulov D. N., 
Bobrovnik V. M. Counterrevolution and the Russian National Idea. - M., 2003. 


An important role in the realization of looted valuables in Russia was played by the 
well-known American businessmen Hammers (father Julius and son Armana). 
Hammers smuggled church treasures through Tallinn, which was a kind of "green 
corridor" for smuggling operations of the Bolsheviks. Zhivotovsky, Ashberg, Reilly 
(British intelligence agent and several other intelligence agencies) were also involved 
in this business. Modern American historian R. Spencer concludes: "We can say that 
the Russian Revolution was accompanied by the most grand theft in history. Millions 
and millions of dollars in gold and other valuables disappeared. Other money and 
funds were secretly moved from one place to another. And it was the task of men 
like Sidney Reilly and Julius Hammer to make such a movement possible. 


1 Cited from: V. E. Shambarov, op. cit. - C. 511. 


Expropriation of the "ardent revolutionaries". 


Thus, vast wealth, which had been accumulated over many decades (and perhaps 
even centuries) in the Russian Empire, was taken out of the territory of the Soviet 
Russia. 


Literally few people in the country's leadership knew what, how much, where it was 
taken out and in whose name it was registered. Surely among them were Lenin, F. 
E. Dzerzhinsky, Leonid Trotsky, Stalin. The first two of them soon passed away. 
Trotsky was expelled from the country in 1929. Of those who had all the lists, Stalin 
remained in the USSR at the beginning of industrialization. And Stalin knew a lot, 
because during the years of the mass "exodus of gold" from Russia, he held 
important positions: General Secretary of the Central Committee of the CPSU (b) 
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and Commissar of the Workers' and Peasants' Inspectorate. People's Commissariat 
of Workers and Peasants Inspection (Narkomat of Workers and Peasants 
Inspection), was the chief supervisory body of the state (something like our Audit 
Chamber, only the inspection had greater powers). Stalin held the post of People's 
Commissar of the Inspectorate from February 24, 1920 to May 6, 1922. As Party 
Secretary General, Stalin supervised the Central Control Commission of the AUCP 
(b), which was in close contact with the Workers and Peasants Inspectorate. In 
general, beginning in 1920. Stalin was aware of all the secret financial operations of 
the Party, the People's Commissariat of Finance, the State Bank, and the Cheka. 
Note that by the beginning of industrialization many "ardent revolutionaries" who had 
bank accounts abroad were still in the ranks. 


Stalin knew a lot about foreign capital, but not everything. He did not know the 
passwords and ciphers that gave access to the bank accounts. We are all well aware 
of the trials of the 1930s against the party opposition. Many of the opposition 
members were accused of treason, ties to Western intelligence, etc. And were these 
charges unfounded, given that the party opposition had special interests in the 
West? Stalin was a pragmatist. It was not enough for him to neutralize the 
opposition, which was (or potentially could become) a "fifth column" inside the 
USSR. Stalin sought passwords and ciphers from the accused, giving them access 
to bank accounts in the West in exchange for a promise to keep the "fiery 
revolutionaries" alive. True, with rare exceptions, this promise was not kept. 


The biggest exception was Trotsky, who not only saved his life, but was also 
allowed to go abroad, and with a huge personal archive. Apparently, the "ransom" for 
Trotsky's life was very large. With this money the socialist industrialization was 
begun. True, some historians point out that Lev Davidovich did not give all of his 
money to the "dictator. He, they say, still had a lot of currency, at the expense of 
which he allegedly financed numerous Trotskyist parties and groups around the 
world. 


After receiving the necessary information from the "fiery revolutionaries", the Soviet 
fighters of the "invisible front" traveled abroad on Stalin's personal orders and 
withdrew money from secret bank accounts. Then they transferred them to the 
accounts of those Western companies, which carried out the orders, or rather, one 
enormous order called "Socialist Industrialization". A researcher of the Stalin era, is 
A. B. Martirosyan. He believes that Stalin knew something about the foreign 
accounts of "fiery revolutionaries", but not everything. That is why he was constantly 
in possession of money and gold, which was taken out of the country in the early 
1920s, with the help of Soviet intelligence. 
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It is possible that our "invisible front" fighters in the United States were greatly 
assisted in their banking operations by the ubiquitous Armand Hammer. At first he 
worked for Lenin, Trotsky, Zinoviev and other "fiery revolutionaries", and then began 
to help Stalin. This is the same Hammer who was a personal "friend" of Soviet 
leaders from Lenin to M. C. Gorbachev. For him, the first place was business, the 
political views of the inhabitants of the Kremlin were of little interest to him. By the 
way, in 1990 | had to be at one public event in the Kremlin, where | saw Hammer 
and Gorbachev; they looked like cronies. It was about these "special operations" in 
the 1930s that "veterans" whispered to me in the 1970s and 1980s. All materials 
related to "Operation Expropriation of Revolutionaries" were classified. This is what 
they remain to this day and probably will remain forever. 


In the article | have already mentioned, "Behind the Scenes of Crises. 
Industrialization as a swindle," its author Sergey Sukhobok gives various figures and 
facts relating to the topic under consideration. For example, he says that after the 
murder of Trotsky in the U.S. and Mexico on the accounts belonging to this "ardent 
revolutionary", $800 million was found (not today's money, but at that time). That, 
they say, in 1922 a great scandal broke out in the Bolshevik party when the NRCI 
discovered as much as $400 million in foreign accounts of G. Zinoviev! That through 
the mediation of Hammer from Soviet Russia to America a total of about $1 trillion 
was withdrawn between 1921 and 1925. (not then, but $1 Trillion in terms of today's 
dollars). But, unfortunately, not a single reference to documents or other sources is 
given by the author. 


Nevertheless, the problem exists. There is ample evidence that in the early years of 
Soviet power, large quantities of gold and other valuables were leaving the country. 
There is evidence that these valuables went to Sweden, America and Switzerland. 
But there are no documents confirming their return to the Soviet Union (or under 
Soviet control). But | think that for sure they exist. Many archives are still 
undisclosed. As one historian | know told me, they are not disclosed for the reason 
that after getting acquainted with them, our not so distant history will look different. 
Iconic images of many "fiery revolutionaries" will fade. And, conversely, the true role 
of Stalin as a great politician and real master of the country will come to light. 


In conclusion, | would like to point out that socialist industrialization in the 1930s 
was a real miracle. In part, | have tried to give a version of this "miracle": it was 
accomplished with the help of money expropriated by Stalin from the "fiery 
revolutionaries. 


However, such an explanation is incomplete and superficial. In the final analysis, this 


"miracle" was performed solely at the expense of the labor of Russian people-not 
only those who contributed with "live" labor, i.e., those who worked directly on the 
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shock construction sites of the first five-year plans, but also those whose contribution 
took the form of "objectified" labor, i.e., many generations of Russian people who 
created and accumulated tremendous wealth by the early twentieth century. 


CHAPTER 11. THE SOVIET RUBLE: CASH AND NON-CASH. ABOUT 
STALIN'S TWO-LOOP ECONOMY. 


Today the ideology of economic liberalism and the practice of market reforms in our 
country have completely discredited themselves. Against this background there is an 
increased interest in the theory and practice of economic construction in the USSR, 
especially Stalin's economy, which is chronologically defined by the period 1930- 
1960. Above we have already noted that an important element of Stalin's economy 
was the so-called two-loop monetary system. 


About cash and non-cash money. 


Many researchers of the Stalin era mention the two-loop monetary system that 
existed at the time, but it is not always clear to the reader what its essence was. 
Sometimes it is simply said that the monetary system consisted of cash and non- 
cash circulation, cash and non-cash money. 


So what? This is how the monetary systems of all the countries of the world, 
including modern Russia, are arranged today. In Western countries about 90 per 
cent of the total amount of money are in non-cash form, while the remaining 10 per 
cent are in cash. In the Russian Federation, the proportion is slightly different: about 
70:30. Cash is paper money (usually called banknotes) issued by the Central Bank, 
plus some amount of changeable coin. Non-cash money - records on paper, and 
today almost exclusively electronic media, they are also called deposit money. They 
are issued by commercial banks in the form of credits, which are placed on bank 
accounts (deposits). At the same time, cash can pass into non-cash form, and non- 
cash into cash form, i.e. in the modern monetary ("market") system the two circuits 
are connected to each other. At the same time, the similarity between the modern 
market and Stalinist monetary systems is only external. 


In the 1920s, when the USSR was pursuing a new economic policy, NEP, the 
monetary system was market-based and also included cash and non-cash 
payments. When the decision was made to begin industrialization of the economy, it 
became clear that the market monetary system would not ensure the implementation 
of the five-year plan adopted in 1928. 


122 


183 


On the possible sources of industrialization. 


Even during the NEP period, the party and state leadership of the USSR was 
actively debating at what sources and at what pace to industrialize the country. The 
"new opposition" (first of all, represented by its main ideologist N. Bukharin) actually 
sabotaged Stalin's plan of accelerated industrialization, proposing a way of natural, 
organic development of the country's economy. The algorithm it proposed was 
roughly as follows: 

a) support the small commodity producer, which would raise the standard of living 
and the solvent demand of the population; 

b) citizens will buy more and more goods and services, and producers will 
accumulate profits and gradually invest them in the construction and modernization 
of enterprises; 

c) At the same time, citizens will save more and more of their income; the saving 
part will be transformed through the credit system into long-term loans for the 
construction and modernization of industrial enterprises; 

d) after a certain period of time an industrial economy will be created in the country. 


Everything makes sense. Only the "period of time" doesn't make sense. This 
process could stretch over decades or even more than one century. In a hostile 
environment, the USSR could not afford such a path. Sometimes in the discussions, 
the English industrialization, the so-called industrial revolution, was recalled. It 
occurred in a relatively short period of time, about half a century. But in the case of 
England, the sources of the industrial revolution was the initial accumulation of 
capital in the form of ruthless robbery of the colonies. The Soviet Union simply could 
not have such an option. 


Non-cash rubles as a means of industrialization. 


It was decided not to "tie" industrialization to the savings of the population and the 
profits of industries producing consumer goods, but to rely on non-cash money, 
which was not connected with the sphere of consumption of goods and services by 
the population. Non-cash money was designed primarily to create and develop 
industries for the production of means of production - machinery, equipment, 
vehicles, metal-cutting, weaving, woodworking and other machines, as well as raw 
materials, energy, construction materials, component parts and semi-finished 
products necessary for the production of means of production and consumer goods. 
Production of means of production was called group of industries A. There was also 
a group of industries B - the production of consumer goods (food, light, furniture, 
pharmaceutical industry, production of household appliances, etc.). 
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Soviet ruble: cash and non-cash. 


Most importantly, the products of Group A industries did not have the status of a 
commodity, because in the case of free buying and selling, the products of Group A 
industries could turn into capital, that is, into a means of obtaining non-labor income, 
or profit. This is the key point of Stalin's economic transformation. We usually focus 
on the technical and economic side of the transformations (the creation of industrial 
enterprises), but we rarely think about their socio-economic side. And it is even more 
important. Its essence is the complete eradication of capitalism, the possibility of 
exploitation of man by man, of non-labor income, of profit. 


But if there are no goods, then it is logical to assume that there is no money. And 
we are talking about the non-cash money of Stalin's economy. The expression "non- 
cash money" in this case should be put in quotes. 


In all sectors of the economy (not only in Group A, but also in Group B) were 
established no market, and no distributive relations. We are talking about the very 
distributional relations, which today are pejoratively called the administrative- 
command economy. But this distribution was not a manifestation of voluntarism, it 
was Carried out on the basis of five-year and annual plans for the development of the 
national economy. And the plans were developed on the basis of inter-branch 
balances. The key agencies involved in the organization of resource distribution were 
Gosplan, Ministry of Finance, Gossnab, State Bank of the USSR. In "Economic 
Problems of Socialism in the USSR" (1952) Stalin clearly articulated the essence of 
the "Stalinist economy." "Can the means of production under our socialist system be 
regarded as a commodity? In my opinion, not at all. During the discussion of this 
Stalinist work on February 15, 1952, economists again raised this key issue, asking 
the question: "Are our means of production commodities? If not, how can we explain 
the use of self-accounting in the industries that produce the means of production?" 
Here is what Stalin answered: "Our means of production cannot be regarded as 
commodities in essence. They are not commodities (like bread, meat, etc.), which 
enter the market and are bought by whoever wants them. The means of production 
we actually distribute. It is not a commodity in the conventional sense, not the 
commodity that exists under capitalist conditions. There the means of production are 
commodities." 


"The Corporation of the USSR. 
Stalin explained in more detail why the means of production cannot be a 


commodity. They are distributed by the state only to its own enterprises. They were 
not even sold to collective farms, which had a different form of ownership (tractors 


1R4 


185 


and agricultural machinery were not given directly to collective farms, but to state 
MTS, machine and tractor stations. The state as the sole and only owner of the 
means of production after their transfer to this or that enterprise does not in any way 
lose ownership of the means of production. And the directors of enterprises, who 
received the means of production from the state, are only authorized by the state, 
responsible for the safety of the means of production and their use in accordance 
with the plans for the development of the national economy. 


In general, the economy of Stalin in its structure, partly resembles the largest 
national and transnational corporations, consisting of many units, between which 
there is no usual market relations. They are a prime example of an administrative- 
command economy, since the allocation of resources between units is based on 
decisions emanating from the governing center (corporate headquarters). The 
movement of resources within the corporation is accounted for on the basis of so- 
called transfer prices, which may have little in common with market prices. 
Everything is geared towards maximizing the integral result. The fundamental 
difference between a "USSR corporation" and an ordinary capitalist corporation is 
that the former is "sharpened" to realize some higher goals (social, military, scientific 
and technical, cultural), while the latter in all cases has the goal of maximizing profit 
for its owner or group of shareholders. Just as the loss of at least one division of a 
corporation from the administrative-command vertical could cause great damage to 
the entire corporation, so in the "USSR corporation" the emergence of any pockets of 
commodity-money relations could lead to consequences that were difficult to predict. 
Such was the strict, and in some ways even rigid, logic of the Stalinist economy. 
Perhaps the only exception to the strict rules of the Stalinist economy was foreign 
trade. If the products of Group A industries were exported, they became commodities 
that had a market price. But this hotbed of commodity-money relations was reliably 
isolated from the entire economy thanks to the state monopoly on foreign trade and 
the state monopoly on currency. 


By the way, the experience of Stalin's economy was carefully studied abroad, 
especially in Japan. In particular, it was taken into account in the organization of the 
largest Japanese corporations. It is well known that the corporations of the Land of 
the Rising Sun differed significantly from those of the United States and Western 
Europe. All the management textbooks of the 1970s pointed out that the spirit of so- 
called paternalism prevailed in Japanese corporations. Thousands and sometimes 
tens of thousands of people felt like members of one big family, headed by the top 
managers of the corporation who took care of their subordinates. There were social 
guarantees, the practice of lifetime employment, and the connection of the 
corporation to the retired employee. On the other hand, employees worked with 
dignity, because they felt that everyone, each in his place, in his department, 
participated in the common cause, worked for the integral result (even if it was profit). 
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There was no polarization of incomes between top and lower ranks, which is 
egregious today in any large corporation. Procedures of definition of a salary level 
were simple and clear to any worker, everyone understood what he was getting by 
the work, there was an atmosphere of social justice. Employees of all divisions were 
encouraged to apply innovations in every possible way. The Japanese themselves 
repeatedly admitted that the state and corporate planning, corporate management, 
state price regulation, state control of foreign trade, etc., introduced in the country - 
borrowing from the Soviet experience. Since the late 1980s the former atmosphere 
of paternalism began to leave Japanese corporations, the economy plunged into 
recession. 


Non-cash rubles are not really money. 


Thus, non-cash money had no such classical function as a medium of exchange. 
They could not even be called a measure of value (the first classical function of 
money). They were a kind of conventional unit, with which was conducted planning 
the distribution of all kinds of resources in the economy, accounting and control their 
use, supported the discipline of contractual relations between enterprises. For 
example, the violation of product supply contracts by one enterprise to another could 
lead to the fact that the second enterprise did not accept (did not approve) the 
payment requirements of the first. As a result, the former did not receive non-cash 
funds to its bank account, which in Stalin's time was regarded as a serious 
emergency. It was quite a clear mechanism of distributive relations. 


You can recall the years of "war communism," when there were also distributive 
relations. But then the enterprises received the necessary money from the People's 
Commissariat of Finance, regardless of the fulfillment of tasks and their obligations 
to other enterprises. As a result, the economy of that period came to a complete 
decline. 


As for self-financing, about which Stalin was asked a question on February 15, 
1952, he explained that under socialism - a special self-financing. Under capitalism 
unprofitable enterprises are closed. But socialist enterprises can be very profitable, 
they can be completely unprofitable. But the latter will not be closed anyway. If an 
enterprise cannot pay for the means of production it acquires, then it pays for them 
from the budget or (in some cases) from a loan from the State Bank or a special 
bank. Stalin repeatedly stressed that self-accounting in socialism was necessary for 
control, accounting, calculation, and balance. It is fair to say that in 1932 in the 
Soviet Union was adopted a law providing for bankruptcy. However, not a single 
enterprise had ever gone through a full bankruptcy procedure before the beginning of 
the war. The main means of correcting the situation in enterprises (in the case of 
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serious violations) were administrative and partisan penalties, an extreme measure 
being the replacement of directors. The directors were responsible for their violations 
and mistakes, not with rubles, but with their positions. 


Although there were such notions as "wholesale market" and "wholesale prices" in 
Stalin's economy, they were also conditional. The so-called wholesale prices were 
calculated by the cost method by summing up all the inputs of live and objectified 
labor in conventional units called the "non-cash ruble." No profits were accrued 
within the Stalinist system. It was the real, tangible totals that mattered. And of the 
cost indicators of the plan and reporting in the first place was the indicator of the 
reduction of the cost of production (production costs). Stalin's economy had an anti- 
cost mechanism. By the way, accounting and control was manifested in the fact that 
there was a very strict discipline in terms of accounting. It is today accountants can 
"draw" any balance sheet, hiding any theft and mismanagement. But in Stalin's 
economy the accounting rules were very strict and unambiguous, and balance 
sheets had to be reconciled "penny for penny". 


Perhaps the most comprehensive and interesting about the two-loop monetary 
system of the Stalinist economy was written by economist from Kazakhstan Kurman 
Akhmetov. Not so long ago his book "Asymmetric economy" was published in 
Russian in Kazakhstan. There are interesting figures. At the beginning of the first 
five-year plan almost half of the surplus product from agriculture was used to finance 
the industrial development. Note that in the USSR at that time about 80% of the 
population were rural, only it, according to the "new opposition", could really be a 
source of accumulation (investment). Meanwhile, by the end of 1932 this figure fell to 
18%, and in another year it dropped to almost zero. At the same time, by 1937 total 
industrial production had almost quadrupled compared to 1928. The result was a 
paradoxical thing: investment at the expense of agriculture declined to zero, and 
industrial production increased several times. As K. Akhmetov rightly notes, to 
achieve such, at first glance, completely incomprehensible results was achieved 
using a method which had not yet been used in the history of economics: the money 
supply was divided into cash and non-cash parts. 


State Bank of the USSR and non-cash rubles. 


After the credit reform of 1930-1931 the State Bank of the USSR became the only 
issuer of non-cash money. By this time the commercial banks, which had been 
engaged in issuing non-cash credit money to some extent, had already been 
liquidated. A few special banks remained, which were engaged in long-term lending 
to enterprises. Their resource base was formed mainly at the expense of the state 
budget. 
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In the course of the credit reform of 1930-1931 the State Bank of the USSR gained 
the status of a monopolist in short-term lending; it also became a single settlement 
center, which served both enterprises, the state budget and special state banks. All 
"horizontal" settlements between enterprises bypassing the State Bank were 
prohibited. First of all, commercial credit, which had been widely used during the 
NEP, was prohibited. The credit resources, which came in the form of non-cash 
funds to the accounts of enterprises, had as their source the funds of the state 
budget and the temporarily available funds that enterprises placed in the accounts of 
the State Bank. If these two sources were insufficient, the State Bank resorted to the 
emission of additional money. 

During 1931-1935 the growth of the non-cash money supply of the State Bank 
amounted to 5.2 billion rubles, its volume increased by 2.25 times. Let us take 1938 
as an example. The credit investments of the State Bank of the USSR in the national 
economy amounted to 40.7 billion rubles on January 1 of that year. These 
investments were covered by 14.5 billion rubles (35.3%) in the economy's accounts 
with the bank and 12.8 billion rubles (81.2%) - by the budget funds, and 13.6 billion 
rubles were covered by the emission. It turned out to be 1/3 of all credit investments 
of the State Bank. Given that the State Bank was actually a subdivision of the 
People's Commissariat of Finance, the additional emission of money can be 
regarded as a means of covering the state budget deficit. It is still debatable whether 
this emission was "covered" or "uncovered. The new loans of the State Bank were 
issued for specific projects, the return on which was expected in future periods. A 
certain analogy can be found in today's scheme of so-called "project financing" (a 
loan secured not by property, but by a project that could provide cash returns in the 
future); in a market economy, such a scheme is considered extremely risky. In the 
Stalinist economy there were failures more than once, in the delivery of projects and 
the repayment of loans. But such failures did not lead to defaults of either the 
enterprise or the state. They were quickly cured by maneuvering the state's financial 
resources. The State Bank's non-cash issue was based on the country's credit plan, 
which was linked to the country's overall national economic plan and the state 
budget. 


Cash rubles and the "capillary system" of the economy. 


The circulation of non-cash money in Stalin's economy can be compared with the 
circulation of blood through the arterial and venous vessels. And cash circulated in 
the capillary system - in the retail market of consumer goods and services. Cash 
circulation was practically reduced to the circulation of money incomes and 
expenditures of the population. It went mainly through the cash offices of state and 
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cooperative enterprises and organizations and through the cash offices of the USSR 
Gosbank. 


For the labor invested in the Stalinist system, each citizen was provided with a set 
of vital goods. This set itself was determined by the level of production and 
productivity achieved. At the first stage the task was simply to provide all workers 
with bread and basic foodstuffs. Then clothing, housing, then education, medicine, 
household appliances, and so on as the system evolved. In the Stalinist economy, 
specific goods and specific quantities (kilograms, pieces, units) came first, and 
money was secondary. 


The State Bank of the USSR was in charge of issuing cash and planning its 
circulation. 


From 1930 the State Bank of the USSR began to make cash plans in conjunction 
with the balances of money income and money expenditures of the population and 
cash plans of enterprises. Planning of money circulation was no longer limited to the 
general determination of the amount of money in circulation and its indirect 
regulation. It became direct and covered the main flows of cash circulation, which 
were reduced mainly to the payment of cash for wages, procurement and accounts 
of collective farms, as well as the return of this money through the trade network and 
through financial measures of the state (taxes, loans). 


The main task of the Gosplan, the NKF and the State Bank was to maintain the 
purchasing power of the cash ruble, prevent its depreciation and inflationary growth 
of prices in the consumer goods market. During the first five-year plan there was 
indeed an accelerated buildup of the mass of cash, which lagged behind the 
saturation of the market with consumer goods. The situation stabilized in 1932-1933. 
Despite some depreciation of the cash ruble, real incomes of citizens during the 
years of industrialization increased markedly. As for the topic of the balance of the 
commodity market and the mass of cash in the Stalinist economy, it deserves a 
separate discussion. 


If we simplify the logic of the two-loop monetary system, it boils down to the 
following. The state (Gosbank) issues the amount of cash rubles needed to pay the 
salaries of workers in all sectors of industry (both Group A and Group B), some 
workers in agriculture (state farms), workers in other sectors of the economy 
(construction, transport, communications), those employed in non-production 
activities (military, doctors, teachers, scientists, cultural workers), as well as for the 
payment of pensions, scholarships, child allowances and other kinds of social 
payments. All this amount of cash rubles should have a commodity filling at the 
expense of the production of agriculture and industries of group B. In the postwar 
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period the employment breakdown in the USSR was roughly as follows: 25% were 
employed in the production of consumer goods, 50% in industry group A (which also 
included defense production), 25% in the public sector (including the military). It turns 
out that one worker employed in the production of consumer goods provided them 
not only for himself, but also for three other people engaged in other activities. 


The dam between the two circuits of monetary circulation. 


| would like to draw attention to the fact that there were very strong barriers 
between the non-cash circuit and the cash circuit of money circulation. Enterprises 
were allowed to convert into cash only those amounts that were necessary to pay 
salaries and travel expenses. And a few other minor things as well. Over many years 
(decades) of existence of the two-circuit monetary system cases of illegal "cash-out" 
in the Soviet Union can be counted on one hand. Were there thefts of socialist 
property? There were. But 99% of all thefts were of such types of property as raw 
materials, unaccounted industrial products (tsekhoviki, by shop keepers ), 
agricultural products, etc. There have been (admittedly rarely) attacks on store 
cashiers and even money collectors and theft of cash. But stealing non-cash money 
by converting it into cash was just as difficult as, say, robbing Fort Knox. Even if 
some minor leaks from the circuit of non-cash circulation did occur, those who 
received the cash had no chance of buying the means of production with it, which 
could have been a source of unearned income. The life of such underground 
millionaires was very similar to that of Alexander Ivanovich Koreiko or Ostap Bender 
(after he received the coveted million). 


Thanks to the creation of a two-loop monetary system it was possible to create a 
unique economic model in general. Here is how this uniqueness is expressed by the 
Kazakh economist K. Akhmetov: "The decision to divide the money supply into two 
independent spheres - cash and non-cash - was undoubtedly a stroke of genius. It 
allowed the country in the shortest time to pass the path, which in the normal 
development of processes would have taken several centuries (at best). 


Such a solution to theoretically absolutely unsolvable problems was the only possible 
solution in those concrete-historical conditions, with the productive resources that 
were available, and at that level of technical development. This solution was not 
found immediately, but empirically, by experience. The financial system created in 
the Soviet Union had no analogues in history. It was in such stark contrast to all the 
experience accumulated by economic science by that time, that it took a whole 
ideological, non scientific justification of its implementation. As a result, the principles 
of the Soviet financial system were so camouflaged by ideological constructs that 
they have not yet been properly understood. The economic breakthrough resulted in 
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a complete change of its structure and the creation of a corresponding financial 
system. It set such a direction of development, in which it’s not the economy that 
develops in accordance with the growth of personal consumption, but, on the 


contrary, consumption grows with the growth of opportunities of the economy i 


1 Akhmetov Kurman. The Paradoxical Financial System of the USSR // Svoboda 
Slova (Kazakhstan). - 2008. - N 1-3. 


In a certain way, Akhmetov's thesis about the accelerated development of the 
economy in relation to the increased consumption corresponds with the most 
important official principle of Stalin's economy, which is called the advanced 
development of the group of industries A in relation to the group of industries B. 


The erosion and destruction of the dam between the two circuits. 


After M. Gorbachev came to the leadership of the country, the final phase of the 
destruction of the Stalinist economy began. The two-loop system of money 
circulation was struck. Under the pretext of improving the material incentives for 
employees at the party and state level, decisions were made that allowed to transfer 
part of the non-cash funds of various enterprise funds into the fund of material 
incentives, and from it to transfer money in cash. However, two decades before 
Gorbachev's perestroika, a rehearsal called the Kosygin-Liberman reform was 
carried out. It weakened the barrier between the non-cash and cash circuits of 
money circulation (not to mention that it strengthened the cost nature of the 
economy). 


First, enterprises were focused on profit as the key indicator. Secondly, they were 
allowed to transfer part of their profits into financial incentive funds. All this was 
supposed to stimulate labor activity and lower production costs. And during 
perestroika, the dam between the two circuits of monetary circulation was finally 
broken. In 1989, the famous economist V. M. Yakushev wrote: "Rubles in the 
relations between enterprises do not play the role of money, but accounting units 
("counting money"), with which the exchange of activities is mediated and labor costs 
are accounted for. We have two kinds of money: "labor money" and "counting 
money," and this is our reality. They cannot be mixed, much less converted from 
"counting" to "labor" money. Employees of planning and financial bodies involuntarily 
take this distinction into account and insist that money from other expenditure items 
not be transferred to the funds of material stimulation. But this distinction is not 
recognized by commodity-oriented economists, and instead of understanding why 
practitioners do so, they accuse them of ignorance and misunderstanding, forgetting 
that practice is the criterion of truth. There is now an abundance of "counting" money 
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being transferred to financial incentive funds. And here is the result - the financial 
system is practically disorganized" (italics mine. - V.K.)'. 


1 Yakushev V. M. On the true causes of stagnant phenomena in the Soviet 
economy. U. 2. - M., 1989. 


Modern Metamorphoses of Money, or the Circle of Criminal Capital. 


| will not describe in detail the process of breaking down the barriers between the 
two circuits of money circulation. Many people remember it well, only a quarter of a 
century has passed since then. Cashing "counting" money became the main source 
of initial accumulation of capital for those who later received the title of new Russians 
and oligarchs. Take, for example, M. B. Khodorkovsky. He received his first millions 
through the Scientific and Technical Center for Youth Creativity (the so-called 
STCM), a network of such centers began to be created throughout the country. All 
the "creativity" was reduced to the fact that under the new legislation enterprises 
could transfer money from their bank accounts to the STCM account for "scientific 
and technical developments" of all kinds. The money from the STCM accounts was 
cashed out. To be fair, we should say that not only Mikhail Borisovich made money 
on this "creativity", but also the directors of enterprises who remained anonymous. 


Today we live in the realm of market economy and observe almost unlimited 
convertibility of money from cash to non-cash form and back. Only when several 
billion rubles are cashed out through a Russian bank does the Bank of Russia make 
a fuss and start the spectacle of depriving the bank of its license. No control of the 
Central Bank or Rosfin-monitoring is able to stop this thieving and criminal activity. 
This conversion serves the circulation of capital between the "white" and "gray" (or 
even "black") economy, this is the essence of current Russian capitalism. The money 
coming in through various legal channels to the accounts of "white" enterprises is 
then converted into cash, and goes into the shadows, where a higher rate of profit 
can be made. The money received in the shadow has the following fate: 

a) some of it goes back into the accounts of "white" enterprises (there are plenty of 
ways to legalize it); 

b) part of it goes to bribes (only cash works here); 

Cc) part of it goes to pay workers in "envelopes" or to hire immigrants (the latter are 
known to do without ATMs); 

d) some goes to quite legal bank accounts of the participants in such schemes (i.e. 
"for themselves, dear ones"). 


Restoration of the Stalinist monetary system is on the agenda 
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To put an end to this chronic disease, to stop the plundering of national wealth, it is 
necessary to prohibit (or at least strictly regulate) the conversion of non-cash and 
cash, to introduce a two-circuit system of money circulation. By the way, this 
measure should be enhanced by the introduction of bans on free cross-border 
movement of capital (such movement of capital today also contributes to the 
plundering of our wealth). This is a minimum task. 


And there is also a task-maximum. Today in Russia for all enterprises of the real 
sector of the economy (if, of course, their leaders are conscientious people) there is 
one painful question: where to get money for survival, how to attract investment, how 
to pay off credits and other obligations? Once you understand the structure of the 
Stalinist economy, you realize that enterprises are not at all concerned about what 
they should be doing. From the perspective of Stalinist economics, these so-called 
financial issues would have been relegated to the category of fictitious problems. The 
real problems in Stalinist economics were determining the sources of raw materials, 
mineral exploration, energy supply, transportation, determining the needs of the 
product to be produced (planned for production), reducing the material and labor 
costs of producing a unit of product, technical characteristics of the product, etc. The 
maximum task is to free enterprises from fictitious (financial) problems, so that they 
can deal with real problems. 


Fictitious problems are largely generated by a lack of understanding of what money 
is and why it is needed. Russia has everything necessary and sufficient for economic 
revival: natural resources, production capacities, people (who have not yet 
completely lost their labor skills), a transportation network, consumers, (the potential 
domestic market). All of this can and must be combined into one whole, which is 
called a single national economic complex with the help of the non-cash Stalinist 
ruble. The only obstacle is the hypnosis of economic liberalism, which has paralyzed 
the will and consciousness of the people. The best way to neutralize the hypnotic 
effect - familiarity with the real experience of Stalin's economy. 


On the basis of the two-circuit monetary system and taking into account the 
experience of Stalin's economy, it would be possible to begin the second 
industrialization of Russia. At the same time, it would be possible to remove the 
crippling financial pressure, which now presses the ordinary people. | am referring to 
the constant increase in prices, tariffs and taxes in order to find the means to keep 
production afloat. | have already quoted Akhmetov twice. | will quote him a third time. 
Our Kazakh colleague considers that no tax tricks, no methods of bank credit 
intensification, and (the more so) foreign investments will lead Kazakhstan out of the 
crisis it is in as a result of market reforms. Only returning to Stalin's two-circuit 
monetary system will help: "The necessity of reorganization of financial system is 
clear to any serious researcher now. How it will work in practice? A simple example. 
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We all know by now that our energy industry is in a critical condition and threatens to 
collapse in the next two years. The authorities are trying to save the situation by 
charging higher and higher rates. But the proceeds still don't amount to anything. 
Our people will never be able to finance the domestic energy industry, because they 
have too little money. That is why we should not raise tariffs, but lower them. And the 
government should take over the financing of the energy industry through special 
financial channels, strictly segregated and intended only for specific purposes. The 
funds of the population should be withdrawn exclusively to pay the workers of the 
industry. The same applies to heat, water, gas, infrastructure and much more. And it 
is pointless and useless to put all the costs on the shoulders of the population - the 
population will not be able to pay them anyway. In this case we will not save the 
economy, and we will ruin the population "’. 


1 It is often said today that Russia continues to exist solely because of Stalin's 
legacy. It means the material and technical base - factories, hydroelectric power 
plants, railroads, mines, proven deposits, etc. This is true. But we also have another 
legacy - the invaluable experience of building the Stalinist economy. The relevance 
of studying this experience increases every day. 


1 Akhmetov Kurman. Op. cit. 


CHAPTER 12. THE TRANSFERABLE RUBLE AS A UNIQUE REGIONAL 
CURRENCY PROJECT. 


Today Russia is beginning to look for a way out of the economic stalemate into 
which it was driven by domestic liberal reformers, who acted under the dictation of 
Western consultants. In this regard, an analysis of the experience of economic 
construction in the USSR and other socialist countries can be very useful. In 
particular, the experience of using the so-called "convertible ruble" is interesting, the 
idea of which belonged to Stalin, but in practice it was implemented only a decade 
after his death. 


The history of the creation of the Transferable Ruble. 


The transferable ruble (TR) is a collective unit of account, the collective currency of 
the CMEA countries intended for servicing their system of multilateral settlements. 
Introduced by agreement signed on October 22, 1963 by the governments of the 
NRB, East Germany, GDR, MNR, Poland, SRR, USSR and Czechoslovakia. After 
joining the CMEA, the Republic of Cuba and SRV also joined this agreement. 
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Settlement in RR began on January 1, 1964 through the International Bank for 
Economic Cooperation (IBEC) by transferring money expressed in them from the 
account of one country to the account of another. The gold content of the 
transferable ruble was set at 0.987412 g of pure gold. The PR was a unit of account 
and served as a scale of commodity prices in the mutual trade turnover of the CMEA 
countries. In concrete object form (for instance, in the form of banknotes, treasury 
notes or coins) the transferable ruble wasn't in circulation. The source of the 
transferable ruble for each country was crediting the imports of its goods and 
services by the countries participating in the multilateral settlement system. The 
basis of the settlement system in transferable rubles was formed by the multilateral 
balancing of commodity supplies and payments. 


The idea of creating a collective currency for settlements in the socialist camp had 
appeared about 15 years before the aforementioned agreement. It appeared when 
they began to prepare a project of creating an economic integration grouping of 
socialist countries - the Council for Mutual Economic Assistance (CMEA). CMEA 
appeared in January 1949, it was joined by the Soviet Union and most Eastern 
European countries (except Yugoslavia), and in February 1950. - GDR and Albania. 
In the beginning, some of the settlements between the CMEA member countries 
were made with Western currencies. However, from the beginning the countries did 
most of their settlements through clearing, mostly on a bilateral basis, and later 
Western currencies were no longer used at all. In the early 1960s, multilateral 
clearing began to take shape within the CMEA. 


Our historians, describing the stage of preparation of socialist countries to a 
collective currency, focus on the fact that the project of gold currency was being 
prepared. And attribute this idea to Stalin, as proof provided by excerpts from various 
documents and memoirs. For example, such a statement of Stalin: "After we transfer 
our money to the gold basis, we can talk about the international gold equivalent of 
money in our mutual calculations. For this purpose we shall set up a special 
international commission...". This was said at a meeting of heads of states and 
governments of the CMEA member countries, China and Mongolia in Moscow in 
1951. For reference: The commission included Rakoszy (leader of Hungary in 1948- 
1956), Gottwald (leader of Czechoslovakia in 1948-1953), Grothevol (leader of the 
GDR in 1949-1962) and Zhou Enlai (China). The commission existed until the end of 
Stalin's life. Also refers in the memoirs of Maxim Saburov - then head of the Union 
State Planning Commission: "Experts from the socialist countries have already in 
1952-1953, presented five options for the transfer of mutual settlements between 
these countries in the currency with gold content, not tied to the dollar. It was 
planned to be introduced in 1955 or 1960. Stalin first insisted on 1955, but we 
managed to persuade him that first it was necessary to achieve constant growth of 
national economies and the purchasing power of national money, to bring the nature 
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of socio-economic planning in the socialist countries closer together, and only then 
introduce such a currency. Stalin, in February 1953, half a month before his death, 
agreed to a deadline of no later than 1957, the 40th anniversary of October 
Revolution. He feared that after him the project would be "buried". And so it turned 
out subsequently... ". These kinds of historical facts indicate that Stalin was really 
concerned with the problem of creating a single currency unit within the countries of 
the socialist camp. But not the gold in the literal sense of the word. It was only a 
question of "pegging" to a certain amount of yellow metal. Through this "pegging" it 
was possible to set the optimal gold parity of the PR in relation to other currencies of 
the world, and through gold parity (the ratio of gold content in different monetary 
units) - and the exchange rate of the PR in relation to the dollar, the pound sterling, 
the French franc and other currencies. 


Once again about the gold ruble. 


Many historians (and economists) refer to the famous decree of the Council of 
Ministers of the USSR "On the transfer of the ruble to gold and on raising the ruble 
against foreign currencies" of February 28, 1950. According to this resolution, from 
March 1, 1950 the Soviet ruble was "pegged" to gold (before that the exchange rate 
of the ruble was set by the USSR State Bank through the proportion of the ruble to 
the U.S. dollar). The gold content of the ruble was determined by 0.222168 g of pure 
metal. There was nothing revolutionary in this decree. The essence of it was that 
when the ruble was transferred from the dollar rates to the gold ones, there was a 
change of the ruble exchange rate to the dollar. Whereas previously the equivalent of 
one U.S. dollar was 5 rubles and 30 kopecks, now - exactly 4 rubles. The ruble 
exchange rate had grown significantly not only in relation to the dollar, but also in 
relation to other currencies, which under the Bretton Woods system were strictly tied 
to each other by the gold parity and fixed exchange rates. It was a pragmatic 
solution, which, as noted by Western experts at the time, increased the effectiveness 
of foreign trade of the USSR (this is a special topic, which is beyond the scope of this 
article). Prominent expert in the field of currency relations S.M. Borisov points out 
that the above-mentioned government decree was also intended for propaganda: to 
show the stability of the Soviet ruble against the background of depreciating Western 
currencies (depreciation did take place), the independence of the USSR from the 
United States (there was the height of the "cold war"), the security of the Soviet ruble 
with the gold reserve’. 


1 See Borisov S. M. Ruble - the currency of Russia. - C. 104-105. 


However, the ruble of the USSR, having received a peg to gold, did not become a 
classic gold currency. To do so, it would have been necessary to declare that the 
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government guaranteed the exchange of banknotes for the yellow metal. And this 
was not and could not be. Heads of the State Bank of the USSR, USSR Ministry of 
Finance and Stalin remembered perfectly well what ended with the introduction of 
the gold ruble, S. Witte in 1897. Russia then quickly lost its gold reserve, 
accumulated by the blood and sweat of the Russian people, and "got hooked" on the 
"gold" loans from the Rothschilds. Witte's golden ruble, which our patriots like to 
recall, was secured by Russia's enormous debt to the world's moneylenders. 


Yes, the convertible ruble which was introduced on January 1, 1964 had the 
content of gold, but there were no rules "linking the number of circulating units of the 
RR to the gold reserves of the countries-participants of the agreement, and there 
could be no such rules. Moreover, there was no provision for exchanging the PR for 
the yellow metal. For ease of calculation the gold content of the PR was equated to 
the gold content of the Soviet ruble, which was established in the Soviet Union on 
January 1, 1961 as a result of the so-called "Khrushchev denomination" of the ruble. 
By the way, this coincidence sometimes creates the illusion that our Soviet ruble was 
used in settlements between the socialist countries. The Soviet ruble was the 
monetary unit for domestic circulation, and was strictly forbidden to leave the 
country. 


A unique project "Transferable ruble”. 


Let's return to the event 60 years ago. The event of the introduction of the PR is 
difficult to overestimate. This was the first large-scale project to create a 
supranational monetary unit. Other supranational monetary units appeared later. | 
mean first of all the so-called Special Drawing Rights (SDR), which are usually 
referred to by the acronym Special Drawing Rights (SDR). The SDR is a monetary 
unit which began to be issued by the International Monetary Fund for settlements 
between member countries of the Fund. At the time the new system of international 
monetary units was created, the value of the SDR was linked to gold and equaled 
0.888671g of pure metal, which corresponded to the value of one United States 
dollar. The SDR was also known as ‘paper gold’. At the time, some people believed 
that over time the SDR would become the world's main currency. 


When the gold-dollar standard (set up in 1944 at the Bretton Woods conference) 
collapsed in the 1970s, various options for a new global financial system were 
discussed. One of them was to turn the International Monetary Fund into the world's 
central bank, which would issue a supranational monetary unit, the same SDR, but it 
was proposed to increase the emission volume of "paper gold" by several orders of 
magnitude. This option did not pass at the time. The variant that was pushed by the 
owners of the U.S. Federal Reserve won. The dollar became the key international 
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currency, but without pegging to the yellow metal. This new system became known 
as the "paper dollar" standard. True, it soon became the standard of the petrodollar, 
because Washington managed to force all transactions with "black gold" to carry out 
in the "green" currency. 


Let us return to the SDR. As of today, the volume of SDRs is extremely small; the 
share of this monetary unit in the international reserves of all countries in the world 
does not exceed 1 percent. From time to time, various politicians and officials make 
statements that a condition for overcoming the current crisis in international finances 
is a sharp increase in the issuance of SDRs by the International Monetary Fund, that 
SDRs should become world money. Such statements have been made, for example, 
by the recent IMF director Dominique Strauss-Kahn. Certainly, such proposals are 
contrary to the interests of the main owners of the "printing press" of the Federal 
Reserve System (FRS), which is fighting by all means to preserve the status of the 
U.S. dollar as international money. It was at the behest of the Fed masters that the 
Strauss-Kahn was expelled from the Fund and destroyed politically. 


Ten years after the SDR, a supranational unit of the ECU appeared in Europe, and 
in 1992 a supranational currency called the Euro was born within the European 
Union (Maastricht agreements). At first it was intended only for international non- 
cash payments. For a time, the euro coexisted with national currencies, but later the 
national currencies were abolished. Today the 17 European countries that make up 
the so-called "Eurozone" use the Euro for both international payments and domestic 
circulation. If you compare the euro with the convertible ruble, the latter did not 
exclude and did not limit in any way the use of national money by the CMEA member 
states. There was no infringement on the national sovereignty of the countries - 
members of the association. 


The PR was in international circulation for 27 years - from 1964 to 1990. The total 
volume of transactions and operations using a new type of currency during this 
period amounted to 4.5 trillion convertible rubles, the equivalent of $ 6.25 trillion. The 
scale of the use of the ORS was constantly growing. In the first five-year period of 
the IR's existence (1964-1969) the volume of transactions amounted to 220 billion 
units, while in the last five-year period (1985-1990) it was 2,100 billion units (the 
equivalent of nearly $3 trillion). Thus, IR turnover grew almost tenfold. In the period 
1985-1990, according to the UN, the average annual turnover of international trade 
was about $ 6 trillion. And the average annual volume of foreign trade for the CMEA 
countries using a convertible ruble was $310 billion.1 Thus, more than 5% of 
international trade in the world during the last five-year period of CMEA existence 
was conducted with the help of a convertible ruble. 
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1 See: Borisov S. M.. 1 See Borisov, S.M. Ruble as the Currency of Russia. - C. 
126. 


Functions of the transferable ruble. 


Once again | want to emphasize that the PR - special money that performed 
several functions. 


Firstly, it was the currency of prices, in transferable rubles there were expressed 
cost indicators of contracts for the supply of goods, services, construction and 
installation and other works, estimates were made and feasibility studies of many 
joint projects. 


Secondly, the transferable ruble was the currency of payment. The respective sums 
were transferred from the accounts of buyers (importers) and customers and were 
credited to the accounts of sellers (exporters) and contractors. Payment transactions 
were effected with the involvement of the IBEC. 


Thirdly, the transferable ruble was credit money. It was put into circulation in the 
form of loans from one country to another for the supply of goods and investment 
projects. Consequently, debts and obligations of countries and individual enterprises 
and organizations, participants in trade and economic relations, were expressed with 
the help of the PR. It is noteworthy that within the CMEA countries sought to ensure 
the most balanced trade in order to prevent the excessive accumulation of debts of 
individual countries in convertible rubles. 


In addition, the PR formed the capitals of international banks such as the IBEC and 
the International Investment Bank (IIB), and financed the activities of a number of 
international organizations within the CMEA framework. Just as national currencies 
of the CMEA member countries could not participate in international settlements, the 
convertible ruble could not be used in the domestic circulation of these countries 
under any circumstances. 


The single issuer of the convertible ruble was the IBEC. The PR exchange rate was 
set against freely convertible currencies, as well as against some other currencies 


having the status of closed currencies (Turkish lira, Egyptian pound, Indian rupee, 
etc.). 


Abolition of the convertible ruble. 
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The convertible ruble performed its functions quite successfully until December 31, 
1990. By this time there had already been great tensions between individual member 
states within the CMEA. The reason for the termination of the use of the PR was not 
because it proved to be an inefficient instrument for international payments, but 
because of the CMEA crisis, the roots of which were not only and not so much in the 
economic sphere, as in the political one. 


In this connection, | will once again quote our expert in the field of currency 
problems, S. M. Borisov. "During the reforms, an ill-conceived and completely 
adventurous action to eliminate the convertible ruble and the transition to freely 
convertible currencies in settlements with former partners in the CMEA"' was 
carried out. 


1 There was an immediate collapse in mutual trade, because the countries did not 
have the necessary amount of freely convertible currencies. Here are just some of 
the consequences of this adventurism for the Soviet Union: in 1985, our country's 
exports were 40.1 billion foreign currency rubles, while in 1991 they were only 9.4 
billion. (it’s a 4.3 times reduction). USSR imports over the same period dropped from 
37.6 billion foreign currency rubles to 9.9 billion. (a 3.8 times reduction). At the same 
time, the commodity and geographic structure of the USSR's foreign trade began to 
change. In particular, the share of machinery and equipment in exports decreased, 
while the share of energy carriers increased. At the same time, there began a rapid 
reorientation of exports and imports in favor of the West due to the curtailment of 
foreign trade with its former partners in the CMEA. As for the International Bank for 
Economic Cooperation (IBEC), it was not abolished; within a short period of time, the 
IBEC restructured its work and turned into an organization similar to an ordinary 
commercial bank. 


1 Borisov S. M. Ruble - the currency of Russia. - C. 142. 


The realities of the post-Soviet space and the convertible ruble. 


Today Russia and a number of neighboring countries are trying to restore economic 
relations, which a quarter of a century ago could be called the closest and even 
organic. They were parts of a single economic organism. Today it is dismembered 
into separate parts, which are slowly dying or simply surviving. Now it is a number of 
politically independent states, the economies of which, unfortunately, turned not to 
face each other, but in the opposite direction. In the direction that is commonly called 
the "far abroad". 


200 


201 


Over the past two years, however, there has been a trend toward a rapprochement 
between Russia and a number of neighboring countries. These are attempts to 
restore the single economic space of the country, which was called the Soviet Union, 
and even earlier - the Russian Empire. We are talking about the integration of 
Russia, Belarus, Kazakhstan, and possibly a number of other countries in the 
framework of the Customs Union and the Eurasian Economic Union. Quite often the 
question began to arise: how to carry out settlements within the CU and the Eurasian 
Economic Union? Leaders and high-ranking officials of the countries participating in 
the construction of the CU and the Eurasian Economic Union, quite often speak out 
on this subject. So far, the range of opinions on this issue is very wide. | count at 
least five possible options: 

1) On the basis of world reserve currencies - primarily the U.S. dollar and the euro; 

2. On the basis of national monetary units, none of them should be dominant, and 
the principle of equality of national currencies should be observed; 

3) Based on a common (supranational) monetary unit, with the abolition of national 
monetary units (such as the euro in the eurozone and the European Union) 

4) Based on a national monetary unit that acquires the status of a dominant or 
regional currency (similar to the way the dollar, formally a national monetary unit, 
acts as world money). In the framework of this option to the role of a regional 
currency only the Russian ruble can claim; 

5) On the basis of a supranational monetary unit, while preserving the national 
monetary units (such as the convertible ruble within the CMEA). 


Naturally, there may be some "hybrid" or mixed versions. 


| will give a brief assessment of these variants. Of course, the first of these variants 
has too many disadvantages, and should be abandoned as soon as possible. 
Unfortunately, statistics shows that reserve currencies in the form of the dollar and 
the euro are still used by our countries not only in trade with non-ClS countries, but 
also in mutual trade. 


At the initial stage of integration the second option can be used. By the way, today 
China sets an example of this kind, offering many countries to make bilateral 
payments in their national currencies. China has such an agreement with Russia, 
although the share of the yuan and the ruble in mutual settlements is still low. 
China's agreement with Japan could be given as an example. The two countries 
have agreed to conduct mutual settlements in yen and yuan only, without using the 
U.S. dollar or other currencies of third countries. However, it is already in use even 
now. This scheme is used in part in the post-Soviet economic space. This refers to 
the economic relations between Russia and Belorussia, which are based on the use 
of the Russian ruble and the Belarusian ruble. 
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The third option, which infringes on the sovereignty of countries, should hardly be 
seriously discussed at the initial stage of integration. Until recently, this model was 
considered by many countries as the most promising. Many were inspired by the 
example of European monetary integration with a single currency, the euro. Even 
within the framework of the North American Free Trade Agreement (NAFTA)! , which 
unites the U.S., Canada and Mexico, in 2009-2010 a project for the introduction of a 
single currency unit with the code name Amero was discussed. 


1 North American Free Trade Agreement (NAFTA). 


In the last decade the issue of introducing the so-called "golden dinar" in a number 
of Muslim countries was actively studied, including discussions on the replacement 
of national monetary units of the countries participating in the agreement with a 
single currency. The current events in the Near and Middle East have put an end to 
the "gold dinar" project. The current crisis in the European Union has made the 
supranational currency model of the euro unattractive to other countries. It showed 
the insurmountable contradictions of an integration model in which member states 
abandon a national currency but wish to retain their central bank, state budget and 
other financial, economic and political attributes of a sovereign state. 


The fourth option, as we noted above, resembles the current world financial 
system, serviced by the dollar, which formally remains the national monetary unit. 
Today's dollar-based global monetary system is characterized by instability, as the 
exchange rates of most national currencies against the U.S. dollar are floating. If we 
want to create a stable integration grouping, it requires the establishment of fixed 
rates of national monetary units of the member countries of the association in 
relation to the base currency. This model is partly reminiscent of the British pound 
sterling and French franc zones that existed in the last century. The essence of this 
model can be shown by the example of the sterling zone. The predecessor of the 
zone was the "sterling bloc," which emerged after the gold standard was abolished in 
Britain on September 21, 1931, and included the territories of the British Empire and 
some other countries which were economically dependent on Britain. The Sterling 
Zone came into being at the beginning of World War II with the introduction of 
exchange controls by Britain and other members of the zone. The zone was the 
largest monetary union in terms of area and the number of countries it included. The 
total area of the countries of the zone was about 1/6 of the territory of the Earth, the 
population - about 1 billion people. The main reason for uniting a large number of 
countries with different levels of economic development in the currency union was 
close economic ties with Great Britain, which took shape during the period of British 
colonial rule. The traditional international settlements through the London financial 
center were also of great importance. The main elements of the currency mechanism 
of the zone during this period were the following: 
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(1) the maintenance of a certain exchange rate of national currencies to the pound 
sterling; 

(2) amore preferential regime of convertibility between the currencies of the zone as 
compared with other currencies; 

(3) the existence within the zone of a uniform system of exchange control, extending 
primarily to the currency turnover of countries with the rest of the world; 

(4) the participation of several countries in the zone in the common currency fund by 
depositing all or part of the revenue in dollars or other currencies and gold ina 
central reserve in London at a firm fixed rate; 

(5) the storage of a large part of the currency reserves in pounds sterling. 


The fourth option in relation to our situation today would be good only if the 
prerequisites for the creation of a single state arise on the basis of an integration 
grouping. Russia must control and plan the circulation of the ruble, but its circulation 
beyond national borders is extremely undesirable. A ruble zone similar to the sterling 
zone with five basic elements of the exchange mechanism is needed. However, at 
the moment, the Russian ruble is not in danger of turning into a regional currency. 
According to expert estimates, the share of the ruble in settlements between the CIS 
countries is only a few percent. At the same time, 70-80% of all international ruble 
settlements serve the economic relations between the two states - Russia and 
Belarus. 


The fifth option may prove to be the most successful. For its practical 
implementation, the experience of the convertible ruble should be used in the first 
place. But there are some examples of practical application of the fifth option in the 
world today. One of them is in Latin America. This is the so-called Bolivarian Alliance 
(ALBA)'. 


1 The Bolivarian Alliance for the Peoples of Our America (Alianza Bolivariana para 
los Pueblos de Nuestra América; ALBA for short) is an alliance of Latin American 
and Caribbean countries. The ALBA consists of eight countries: Bolivia, Venezuela, 
Cuba, Ecuador, Nicaragua, Dominica, Antigua and Barbuda, and Saint Vincent and 
the Grenadines. 


The convertible ruble, (SUCRE), as a regional currency project, international 
organization and sub-regional integration association, was created in 2004 at the 
initiative of Hugo Chavez and Fidel Castro. The purpose of the alliance is to facilitate 
trade and cooperation among its members. Its member countries signed an 
agreement in 2009 to introduce a collective supranational currency called the Sucre 
(SUCRE)'. On January 1, 2010, the unit began to be used in mutual payments 
between ALBA member countries. 
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1 Sucre (Spanish Sucre from Sistema Unico de Compensacién Regional, SUCRE) 
is the Unified System of Regional Reciprocal Payments. 


Another supranational currency was born in Asia in 2006 as part of an agreement 
between China, Japan, South Korea and the 10 nations of the Association of 
Southeast Asian Nations (ASEAN). The collective currency is called the akyu (ACU), 
its exchange rate is calculated on the basis of a "basket" of currencies of all 13 
participating countries. It is almost certain that the experience of the introduction and 
use of our convertible ruble was studied when preparing projects for the creation of 
supranational currencies sucre and akyu. 


There are insufficient conditions for the practical implementation of this model in the 
post-Soviet space today. It presupposes sufficiently close and trustful communication 
between the countries and reorientation of most of their exports and imports towards 
mutual trade. However, this reorientation may happen faster than we think. If the 
second (and more powerful) wave of the financial crisis begins, it may reverse 
globalization and sharply intensify the processes of creating small regional 
groupings. Eurasian integration could also become more active. The post-Soviet 
countries would have to agree on the creation of a single intergovernmental 
institution, which would issue a supranational currency and carry out centralized 
settlements in that currency. | am confident that the experience of introducing and 
circulating the convertible ruble may become extremely popular in the post-Soviet 
space in the not too distant future. 


However, if through the use of supranational currency it will be possible to restore 
the single economic space of the once destroyed USSR (Russian Empire), then we 
can proceed to the creation of a single state with a single currency. In this case it 
would be appropriate to call it the Russian ruble. 


The economic history of the Soviet Union is inseparable from the history of the 
ruble. Textbooks on the economic history of the Soviet Union talk about different 
types of rubles. Most often they simply say and write: "Soviet ruble. But sometimes 
other names are encountered: "transferable ruble," "foreign currency ruble," "clearing 
ruble. All these kinds of rubles are connected with international settlements. 


About the post-war currency system. 


After the end of World War Il, the so-called gold-dollar currency system was 
created. The basic outlines of this system were defined at an international 
conference in Bretton Woods (U.S.) in July 1944. By the way, the USSR participated 
in the conference, which made decisions that established a special status for the 
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U.S. dollar as international currency. The dollar was equated with gold, and 
Washington promised to freely exchange the greenback for the yellow metal from 
Treasury reserves. Fortunately, by the end of the war, the United States had 
accumulated most of the world's official gold reserves at Fort Knox. Thus, the dollar 
was becoming a universal means of international payments and also a key reserve 
currency. In addition, decisions were made at the conference to create such 
international financial institutions as the International Monetary Fund (IMF) and the 
International Bank for Reconstruction and Development (IBRD). Although the Soviet 
Union participated in the Bretton Woods conference, it did not ratify its documents. 
The fact is that the conference was held while U.S. President Roosevelt was alive, 
and Stalin and him had a fairly close and trusting relationship. Stalin did not even 
rule out that the United States and the Soviet Union could take key positions in the 
newly created international financial organizations. There are versions that the USSR 
even managed to make a partial contribution to the International Monetary Fund’. 
But in April of 1945 Roosevelt suddenly passed away, and H. Truman took over the 
U.S. presidency. Not only did he not intend to continue F. Roosevelt's policy of close 
cooperation with Stalin in the postwar arrangement of the world, but, on the contrary, 
he took an extremely hostile position. 


1 Antonov Mikhail. op. cit. - C. 223. 


In short, the Soviet Union became a member of neither the IMF nor the World Bank. 
But outside the gold-dollar system, fixed by the Bretton Woods decisions, it could not 
exist at first, i.e. for foreign trade and other foreign exchange transactions it had to 
use U.S. dollars (it also used sterling and the currencies of other countries, but on a 
much smaller scale). At the same time, of course, the USSR maintained a state 
monopoly on currency, which protected the Soviet economy from all sorts of 
subversive actions by the West. Nevertheless, the USSR sought to minimize its 
dependence on the dollar, on periodic currency crises (devaluation and revaluation 
of currencies), and on financial and monetary sanctions imposed by the West. 


To this end, the USSR used such means as barter trade, currency clearing, and the 
transferable ruble. Today, at the beginning of the 21st century, even 40 years after 
the collapse of the Bretton Woods monetary system (it was replaced by the 
Jamaican monetary system), the U.S. dollar continues to dominate the global 
economy. The international settlements of the Russian Federation and its 
international reserves are highly dollarized. The economic revival of modern Russia 
implies the obligatory liberation from the dollar domination. This suggests the 
relevance of studying the experience of international settlements of the USSR during 
the Stalinist economy. 
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What is currency clearing? 


Earlier we have already talked about the convertible ruble, which was a regional 
and simultaneously supranational currency in the framework of the Council for 
Mutual Economic Assistance from 1964 to 1990 inclusive. But the CMEA was 
created in 1949. How did the CMEA countries conduct mutual settlements of foreign 
trade and other foreign economic transactions during the previous decade and a 
half? This is where we must remember the "clearing ruble". The short answer is this: 
in the period 1949-1963 settlements between the socialist countries were carried out 
through the mechanism of currency clearing, and its important part was the clearing 
ruble. 


Currency clearing is a method of international settlements used in foreign economic 
relations. It is established on the basis of bilateral or multilateral clearing agreements 
to which states engaged in trade relations with each other are parties. Currency 
clearing is used when countries, or one of them, do not have enough freely 
convertible currency to ensure mutual settlements. When an agreement is reached 
on the use of clearing in trade and economic relations between the countries, a 
clearing currency is chosen, in which mutual obligations and claims are settled. The 
USSR used bilateral currency clearing for trade and other settlements with the 
CMEA countries. 


Clearing currency is a currency, an international monetary unit of account, used for 
international settlements between the parties to the currency clearing agreement. 
One of the conditions of the currency clearing agreement is the choice of currency in 
which to keep records of mutual obligations and claims on various foreign economic 
transactions of the participants from the clearing countries. The currency of one of 
the Contracting Parties, the currency of a third country or an international unit of 
account may be selected as the clearing currency. 


The clearing ruble is part of our history. 


Clearing settlements between the USSR and other socialist countries used the 
clearing ruble, which acted as a unit of account and regional currency. Like the 
transferable ruble, the clearing ruble was non-cash money and was not used to 
service domestic settlements of the clearing member states. The clearing ruble was 
not used for settlements with third countries. Clearing (as well as transferable) rubles 
were exchanged for national currencies at the official rate. Movements of clearing 
rubles were recorded as entries on accounts with authorized banks. The amount of 
records in clearing rubles was determined by mutual deliveries of goods and 
services between the parties. 
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We have already drawn attention to the similarity between the clearing ruble and 
the transferable ruble. It may also be noted that both monetary units had the same 
gold content - 0.987412 grams of pure metal (of course, that neither clearing, nor 
transferable ruble was exchanged for gold). The difference between the clearing 
ruble and the transferable ruble was that the former was used on the basis of a 
bilateral agreement between the countries, while the latter was used on the basis of 
a multilateral international agreement between the countries - members of the 
CMEA. Whereas settlements in clearing rubles were effected only through national 
banks, settlements in transferable rubles were effected through a single center - the 
International Bank for Economic Cooperation (IBEC). 


The clearing ruble was replaced by the transferable ruble in settlements between 
COMECON countries from 1st January 1964. 


But the clearing ruble did not disappear, it continued to be used in settlements with 
the DPRK. Moreover, in the 1970s there was a bilateral currency clearing between 
the USSR and Finland, in which the currency was the same clearing ruble. We 
traded with the capitalist country without using the U.S. dollar and other freely 
convertible currencies. This precedent greatly irritated our geopolitical adversary - 
the United States. 


Clearing outside the CMEA. 


| must say that the USSR used clearing settlements to ensure trade also with 
countries that were not members of CMEA or not even part of the socialist camp. 
Other clearing currencies were used there. First of all, these were "third world" 
countries. For example, there was bilateral clearing with India, and the clearing 
currency was the Indian rupee. A similar agreement was concluded with Pakistan, 
and the clearing currency was the Pakistani rupee. Incidentally, a number of other 
socialist countries traded with India and Pakistan using Indian and Pakistani rupees 
as clearing currencies. Yugoslavia had a special place among the socialist countries. 
It was not a member of the CMEA, had not joined the agreement on the use of the 
convertible ruble, and had quite a pronounced economic orientation to the West. In 
the 1970s, trade and economic relations between the Soviet Union and Yugoslavia 
were based on clearing settlements, and the currency was the US dollar. At that time 
our relations with China were not easy either. Nevertheless, our countries concluded 
an agreement on clearing settlements in which the Swiss franc was the clearing 
currency. 


Clearing and the interests of the masters of the Federal Reserve System. 


207 


208 


Following the example of the USSR and other socialist countries, many Third World 
countries concluded clearing agreements among themselves. Keep in mind that 
clearing settlements in the postwar decades were an important way for socialist and 
developing countries to save reserve currencies, primarily the U.S. dollar. Along with 
such methods as barter trade and compensation deals (an example of a 
compensation deal is the "pipe-gas" agreement concluded by the Soviet Union with a 
number of Western European countries in the late 1970s). Such forms of 
international cooperation made it difficult for the United States to impose economic 
sanctions against the USSR and its partners. After all, cooperation did not involve 
dollar settlements, which always pass through the U.S. banking system and are not 
difficult for Washington to block. In addition, this kind of clearing settlements and 
other currency-saving schemes dramatically reduced the demand for U.S. dollars on 
the part of the transactors. And this was a major blow to the interests of the U.S. 
Federal Reserve System, which "printed" these very dollars and received from each 
"green piece of paper" a large amount of issuing income. 


In the 1970s The U.S. unilaterally renounced its obligation to exchange dollars for 
gold, effectively dismantling the post-war Bretton Woods system. Thus the "gold 
brake" on the Fed's printing press was removed. But that wasn't enough. It was still 
necessary to create demand for "green paper," the product of the "printing press. 
Clearing agreements, both bilateral and multilateral, hindered the expansion of the 
U.S. dollar. 


After the U.S. victory in the Cold War, active globalization and economic 
liberalization began worldwide. In the 1990s under the onslaught of the U.S. and the 
IMF international clearing agreements began to dismantle, and countries voluntarily 
and involuntarily began to switch to direct payments in U.S. dollars. Clearing turned 
out to be incompatible with the interests of the masters of the Fed and the goals of 
global dollarization. 


It is time for Russia to remember about clearing. 


Today Russia is trying to restore its economic position in the world. One important 
direction is the creation of integration alliances with the countries of the near abroad. 
Incidentally, about two decades ago, in 1994, Russia and several other neighboring 
countries signed an agreement to create a CIS payment union. In fact, it was about 
creating a multilateral clearing. Unfortunately, the agreement turned out to be 
"stillborn"; only specialists remember it today. Perhaps then there were not sufficient 
political and economic conditions for the creation of the Payment Union. At that time, 
centrifugal trends clearly prevailed over centripetal ones in the CIS. Today, we can 
already see centripetal trends (steps to create the Customs Union and the Eurasian 
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Economic Union). Perhaps, it is time for Russia to return to the well-established 
practice of currency clearing. First, at least bilateral clearing. Preferably, they would 
be "tied" not to the dollar or euro, but to the national currencies of the countries 
participating in the clearing agreements. And in the longer term it would be possible 
to move to a system of multilateral settlements using a supranational regional 
currency such as the convertible ruble. 


The international monetary system, built on the unsecured dollar, is now bursting at 
the seams. Therefore, the clearing settlements in the world today are remembered 
more often, and not only bilateral and multilateral, but also global. We mentioned 
above the Bretton Woods Conference in 1944, which legitimized the gold-dollar 
standard. It is easy to understand that this option was "sold" by the U.S. delegation. 
But there was an alternative option, which was proposed by the head of the British 
delegation, the famous economist John M. Keynes. The essence of his variant was 
as follows: a) specially created international organization (the International Monetary 
Fund was quite suitable for that role) issues (emission) supranational monetary unit 
(Keynes called it "bancor"), which would serve as a universal international currency; 
b) settlements between all countries are carried out on the basis of international 
clearing (world clearing house), which helps to maintain balances in world economy. 


Today, in the context of global financial instability in different countries there are 
nostalgic calls to organize an international forum "Bretton Woods II". One recalls the 
unrealized proposals of British economist John Keynes, including his project to 
create a global clearing house. In short, well-forgotten international clearing may 
become the reality of the XXI century. Russia, without waiting for the creation of 
global clearing, could begin today to conduct clearing settlements with neighboring 
CIS countries. The issue of organizing multilateral clearing within the BRICS group is 
also ripe. 


CONCLUSION. 


So, let us try to formulate lessons from the experience of the Stalinist economy. The 
main lesson: there are no hopeless situations in history, especially in our history, 
because Russia is a unique country. 


On the one hand, it has been subjected to continuous military encroachments over 
the centuries, from the Teutonic Knights to Hitler's military invasion in 1941. And 
today, the West is also waging an undeclared war against Russia in all directions: 
informational, political, economic and military. The country lost the "cold war" and 
found itself in the position of a semi-colony. For more than 20 years, we have been 
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looking for a way out of our deadlocks, and we have not found one. Some of our 
fellow citizens have developed despondency, others apathy, and still others despair. 


On the other hand, Russia has always come out of wars, interventions and 
blockades strengthened and renewed. God loves and protects Russia. "Whom | love, 
him | punish" - these evangelical words are fully applicable to our country, to the 
Russian people. Ironically, the Lord continued to love and protect Russia even in the 
years when the Bolsheviks came to power with their God-fearing program of building 
a new society. The country was on the brink of destruction. But thanks to Stalin's 
many measures, including industrialization, Russia (the Soviet Union) was once 
again a powerful nation, able to break the back of Hitler's Germany and rebuild the 
ruined cities and villages. 


It is possible to try to rationalize our labor and military victories or, at most, to refer 
to a happy coincidence of circumstances. But these victories had a mystical nature. 
The vast majority of economists believe that they know everything, can explain 
everything, can change everything. For them, economics is the realm of the rational. 
But Stalin's economy gave us an example of a real "economic miracle," which is not 
subject to rational explanation. God has allowed the Russian people hard, but 
feasible tests, so he came out of these trials, renewed, transformed. And our current 
trials we should perceive with humility and patience, with the understanding that they 
are a cure for the spiritual illnesses that began to overtake our people since the end 
of the 1950s. If we have this understanding, then surely the Lord will give us the 
strength and intelligence to revive Russia, including its economy. 


My experience of teaching shows that a detailed acquaintance with Stalinist 
economics helps people open their eyes and feel even more acutely the lies of 
contemporary liberal economic science, which asserts that there is no alternative to 
the so-called market economy, that it is the most efficient and competitive. 


But a certain danger lurks here. Some admirers of Stalin and the Stalinist economy 
say that today we just need to adopt a number of programs, laws and other 
regulations that would restore the Stalinist economy. And then Russia, they say, will 
once again become the same powerful nation. But there are three big "buts. 


First, it is not clear: who should, and most importantly, who can initiate the 
adoption of such programs and laws in today's Russia? The Communists, who 
against the background of other political parties look the most consistent followers of 
Stalin? But they can't even pass much more moderate bills in the State Duma. 
President Vladimir V. Putin? - Unfortunately, he “reigns but does not rule". So the 
political prerequisites for the Stalinization of the economy have not yet matured. 
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Although there are many signs that patriotically-minded politicians may come to 
power. 


Second, Russia today is in different external and internal conditions compared to 
those of the beginning of the last century. Among other things, there have been 
cardinal changes in science, technology, and engineering. Accordingly, under current 
conditions we may not need the industrialization of the 1930s. The "big break" should 
look like a breakthrough in the direction of high technology. The country's military 
security in the 21st century will be ensured not by tens of thousands of tanks, planes, 
and artillery pieces, but by some kinds of weapons that are still completely unknown 
to mankind. Under Stalin the country was predominantly peasant; today the vast 
majority of citizens live in cities. Maybe it makes sense, on the contrary, to unbundle 
cities and create numerous settlements, as close to the land as possible, and start 
raising agriculture, which has always been the Achilles' heel of our economy. Food 
security today comes to the forefront in all countries of the world, and Russia is no 
exception. In Stalin's time the geographical borders of the USSR roughly coincided 
with the borders of the Russian Empire. Today, the Russian Federation is only a part 
of that vast territory. Outside the Russian Federation remained many important 
mineral deposits. We have to think how to compensate for our geographic and 
resource losses. 


The list of differences in the conditions of the Stalinist "big break" of that time and the 
current "big break" announced recently by the Izborsk Club’ could go on and on... 


1 The Izborsk Club is a periodical gathering of renowned experts who specialize in 
the study of Russian foreign and domestic politics. The club was established in 
September 2012 during the celebration of the 1150th anniversary of Izborsk. The 
Chairman of the club is the writer A. A. Prokhanov. In October 2012. The Club 
prepared its first report, devoted to the strategy of the "Big Break", which contained 
an outline of the ideology and program which, in the opinion of the Club members, 
would be the saving solutions for Russia in the approaching storm of the global 
crisis. The main authors of the report were V.V. Averyanov, A.E. Aivazov, M.G. 
Delyagin, S.Y. Glazyev, Maksim Kalashnikov, A.B. Kobyakov, A.A. Nagorny, Sh.Z. 
Sultanov, A.I. Fursov and K.A. Cheremnykh. 


Third, the people in Russia today are quite different from those of Stalin's times. 
After all, any real economy (not chrématisme') is based on human labor. Suppose 
for a moment that patriotic politicians come to power and adopt programs and laws 
aimed at implementing a strategy of "the big break" or "the big push. To implement 
the strategy, the model of the Stalinist economy is recreated. But this machine must 
be driven by people. Do they have the necessary qualities? What are these 
qualities? - The domination of public interests over personal (or at least a balanced 
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combination of public and personal interests), self-sacrifice, industriousness, 
discipline, diligence, creativity in work, mutual assistance, etc. In my work | have 
shown that the destruction of Stalin's economy began not as a result of the individual 
errors of our leaders and the intrigues of the "fifth column," but as a consequence of 
human degradation. | think that a modern person, unused and unlearned of real 
work, could not even move the machine of the Stalinist economy. And some 
members of the modern generation, having a predilection for corruption, could 
quickly destroy it. 


1 Chrematics is the art of accumulating wealth. This term was introduced by 
Aristotle, who viewed chrematics not as a type of economics, but as its antipode, the 
anti-economy. The modern market economy (capitalism) is inherently chrematist. 


We need, above all, the salvation and rebirth of man. There will be a new man - 
then you can recreate and run the economy of Stalin. And who can recreate a 
Russian man with his best qualities? - The Orthodox Church with its two thousand 
years of experience of struggling with the "old" man and his transformation into a 
new man. 


Marxism-Leninism, with its vulgar materialistic worldview, perceives man primarily 
as a subject and object of economic relations, as a "work force," "labor resource," 
"factor of production," "atom" of society. It is not interested in the subtleties of 
comprehending the human soul. Moreover, Marxism does not set itself the task of 
creating a new man. Marxism mentally transfers to socialism a person who was a 
wage laborer in capitalism. At best, Marxism proclaims the task of feeding the worker 
(and his family members), as well as providing him with more acceptable working 
conditions compared to capitalism. | think Stalin sensed this serious flaw in Marxism. 
How he was going to overcome it - | do not know. Maybe he counted on the help of 
the Orthodox Church? Maybe for this reason Stalin began to give such attention to 
our Church even during the Great Patriotic War and until the end of his life? - | don't 
know. But the fact remains that Stalin did not have time to create a new man, and 
after his death even less attention was paid to this task. 


Why am | saying all this? - The point is that today the Orthodox Church should take 
a close look at the model of the economy, which we called Stalin's: to take a closer 
look without any prejudices, which, unfortunately, are present in some of the clergy; 
also to take a closer look at this model of our patriots. It is true that among our 
patriots there is almost no aversion to the Stalinist economy. They remember it 
nostalgically and dream of when it will be possible to revive it in Russia. They do 
dream. But many of them don't realize that this economy will require a new man, and 
not the one who dominates today and who for the most part has forgotten how to 
really work. But he has quickly learned to consume, to cheat and to deceive. So if we 
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want to get out of the current liberal blind alleys, which are leading Russia to ruin, we 
must remember the Stalinist economy, we must comprehend its meaning and all the 
subtleties and work on the education of a new man - not an abstract one, but a man, 
who will be demanded by the Stalinist economy. The creation of a new person - a 
worker and creator should become a common cause, a common project of our 
Church and all the people of Russia. 
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Russia, reveals the essence of Stalin's economy and shows its unique character not 
only in comparison with the economies of other countries, but also with the 
economies of the early and late period of the USSR. The topic of Stalin's economy is 
currently quite taboo, since any models of the so-called "market economy" imposed 
on Russia pale into insignificance against its background. The author breaks the 
conspiracy of silence around this topic and gives a detailed description of such 
elements of the Stalinist economic model as centralized management and planning, 
one-level banking system, two-loop monetary circulation, state monopoly of foreign 
trade and state currency monopoly, anti-cost mechanism, public consumption funds, 
etc. According to the author, the unique experience of state building on the basis of 
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l. INTRODUCTORY FRAGMENT OF THE BOOK. 
By its exhaustive content the fragment of the book represents the author's abstract- 
article of Katasonov's book 


INTRODUCTION. 

The necessity to write this book arose in connection with the fact that for the last 
20-25 years our mass media and our textbooks have been keeping silence about the 
model of economy, which really existed and functioned successfully for about three 
decades. We are talking about the model, which conditionally can be called Stalinist. 
It can still be called a socialist model, although the chronological framework of the 
time, which is commonly referred to as the era of socialism in the Soviet Union, is 
much wider than the existence of the Stalinist economy. 


Something about the economy of the Soviet period is still written and spoken about 


these days, and almost always with a negative connotation. Sometimes it is even 
criticized as inefficient, uncompetitive and even socially unjust. If to look more 
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attentively at such stories, in 99% of cases they concern economy of the last 30-35 
years of existence of the USSR, the late Soviet economy. In other words, when such 
leaders as Nikita Khrushchev, Leonid Brezhnev and Mikhail Gorbachev were at the 
helm. It must be said that there is much that is fair in the criticism of the late 
economy. But the slyness and even meanness lies in the fact that the conclusions 
about late economy are extrapolated to the economy of the Stalinist period. 


We are constanily told that there is only one viable and efficient economic model in 
the world, and it is most often called a market economy. It would be more correct to 
call it a capitalist economy. However, even the most cursory comparative analysis of 
the market (capitalist) and Stalinist (Socialist) economic models makes us question 
the thesis that the former is more competitive than the latter. There is a strong 
feeling that it is just the opposite. And the topic of the Stalinist economy is taboo for a 
simple reason: a narrow group of beneficiaries of the market economy (the capitalist 
plutocracy) fears that the idea of the Stalinist economy could take hold of the 
masses, and it (the capitalist plutocracy) would lose its economic and political power. 


This book is a modest attempt to pierce one more hole in the information blockade 
around our recent history - the part about the Soviet economy. The Stalinist 
economy, as we have noted, accounted for only part of the economic history of the 
USSR. 

The 74 years of the existence of the USSR (from 1917 to 1991) can be divided into 
several periods, which differ significantly from each other in a number of economic 
and political characteristics: 1. The period of "war communism" (1917-1921). 2. The 
period of the New Economic Policy, or NEP (1921-1929). 3. Period of 
industrialization and building the foundations of socialism (1929-1941). 4. The Great 
Patriotic War and post-war economic recovery (1941-1948). 5. Period of peaceful 
development based on the Stalinist model of economy (1948-1956). 6. The first 
period of dismantling the Stalinist economic model (Khrushchev period: 1956-1964). 
7. The second period of dismantling the Stalinist model of economy (period of 
preparation and implementation of the Kosygin-Liberman reform: 1964-1969). 8. The 
period of stagnation (1969-1985). 9. The period of perestroika and active destruction 
of the remnants of the Stalinist model of economy (1985-1991). 


So, the first and second periods can be called the early economy of the USSR. The 
third to fifth periods refer to the Stalinist economy. And the sixth through ninth 
periods cover the late economy of the USSR. The last model can still be called the 
post-Stalinist economy. And in a broader historical aspect it should be defined as a 
transitional economy - from the socialist model to the capitalist model. Some harsh 
critics in the West, who were in favor of strict, "pure" socialism, called the post- 
Stalinist period of Soviet history a period of creeping restoration of capitalism. 
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The Stalinist period - the period of building the foundations of the Stalinist economy, 
testing its strength during the war and postwar reconstruction and peaceful 
construction. In total, the period of the Stalinist economy is no more than 30 years. 
We can start counting the Stalinist economy not from 1929, but from a somewhat 
earlier time - the mid-1920s - when Stalin managed to gain an upper hand in the 
Party and the state against the Trotskyists and the new opposition and began 
preparations for winding down the NEP and conducting industrialization. 


The end of the Stalinist period does not literally fall at the moment of Stalin's death 
in March 1953. By inertia, the Stalinist model continued to function with minimal 
changes until 1956, when Nikita Khrushchev held the 20th Congress of the CPSU in 
order to debunk the Stalin personality cult. In fact, this congress started the 
dismantling and destruction of the Stalinist economy. This process of destruction 
continued for 35 years and ended in December 1991 with the collapse of the Soviet 
Union. 


After Stalin's death, he left a legacy of a powerful economy, which by most 
measures was the first in Europe and the second in the world (after the United 
States). Six decades have passed since then. We have lost much of our material and 
technical base during this time (especially during the last 20-25 years of destructive 
democratic "reforms"). But we have been left with another, perhaps even more 
valuable legacy - the experience of building the Stalinist economy. Nobody can steal 
this legacy from us. And the possibility of using it depends only on us. 


First of all, we must be able to assimilate this inheritance with our minds. For this 
purpose it is necessary to get acquainted with the various party and government 
documents, and with the statistics, and with the economic literature of the time. And 
most importantly - with the works of Stalin. We use the expression "Stalinist 
economy" not only because this model was created and developed at a time when 
Stalin was at the helm of the party and state administration. The main thing is that 
Stalin was the main architect of this model of the economy. 


Stalin was not a professional economist. Moreover, in the first years after the 
revolution, he was not perceived in the Party as a specialist in the field of economy 
(his field was national relations, national policy). Stalin was inferior not only to Lenin 
in the field of economics, but also to other Party figures such as N. Bukharin, E. 
Preobrazhensky, L. Krasin and others. But it was the economic issues that became 
his main concern after Lenin's departure, as he himself actually became the head of 
the Party and the state. 


As an economist, Stalin acted in two capacities: practical economist and theoretical 
economist. 
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Personally, | have formed the opinion that Stalin as a practitioner is a head higher 
than as a theorist. As a practitioner, he felt he was the master of a huge state, which 
not so long ago was called the "Russian Empire" and now is called the "USSR. As a 
master and statesman, he forgot about the tenets of Marxism-Leninism. It is against 
the dogma of the need for a world revolution, he formulated the thesis of the 
possibility of the victory of socialism in a single country. And he did not have in mind 
any abstract country, but specifically the Soviet Union. And for the practical 
implementation of this installation began to strengthen the economic independence 
of the USSR, to carry out industrialization, to create a military economy. 


As a practitioner, Stalin acted by trial and error. During the construction of the 
socialist economy inevitably there were mistakes and costs. Stalin sought to 
minimize these costs and constantly thought about the need to create a theory of 
building socialism (and building a socialist economy in particular). He often repeated, 
"Without theory, we will die. Unfortunately, there were very few people around him 
who were willing to create a theory of building socialism. They were satisfied with 
Marxism-Leninism and were afraid to go beyond it. Therefore, Stalin himself had to 
create the theory. But, unfortunately, Stalin as a theorist also could not go beyond 
Marxism. 


He spent a lot of time and energy preparing a textbook on political economy, which 
included a section on the socialist mode of production. It took a long time to prepare - 
from the second half of the 1930s onward. Stalin made many amendments to the 
textbook, gave our social scientists some guidelines and advice. In November 1951, 
Stalin had a detailed conversation with some of the authors of the textbook model 
(the head of the group of authors - Academician K.V.Ostrovitianov). A number of 
clues to the textbook developers were contained in the work "Economic Problems of 
Socialism in the USSR", written by Stalin in 1952. Its first edition came out after 
Stalin's death, in 1954. But it remained "raw" and contained many internal 
contradictions. 


It is said that Stalin used only the Marxist vocabulary, behind which was hidden 
almost the Orthodox worldview. Unfortunately, some authors are wishful thinking. It 
is a pity that he made almost no reference to the works of Russian economists. 
Political economy is a product of Protestant civilization, for which capitalism was the 
ideal and only possible socio-economic model. It is a pointless and thankless task to 
understand and build socialism in Russia on the basis of the methodology of 
Protestant political economy. 


It is hard not to agree with Mikhail Antonov, who drew attention to this Achilles' heel 
of Soviet social (economic) science: "Though both Marx and Engels unambiguously 
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declared that political economy is a science of commodity, capitalist production, 
almost all Russian Marxists, due to their Eurocentrism, never thought that a 
completely different economic theory was needed for analyzing the national 
economy" ]. 


M. Antonov continues: "Stalin... from his youth rejected the possibility of commodity 
production under socialism and was very wary of projects to create a political 
economy of socialism."[*] Here | cannot agree with the author. It was Stalin who, 
even before the war, began to insist that a textbook on political economy be 
prepared, including a section on the "socialist mode of production. And, despite the 
contradictions that arose, in various versions of the draft of the textbook until the end 
of his life he pushed the process of its creation. 


An analysis of the same work, Economic Problems of Socialism in the USSR 
(1952), shows that Stalin sought answers to many questions in the notorious "law of 
value. Simply, according to Stalin, this law under socialism supposedly acquired 
other forms of manifestation and had a limited scope of action. But all this created 
internal contradictions. By the way, the head of the author's group that prepared the 
textbook of political economy on Stalin's instructions, academician K. Ostrovitianov, 
wrote in 1958: "It is difficult to name another economic problem which would cause 
so many disagreements and different points of view as the problem of commodity 
production and the operation of the law of value under socialism. Unfortunately, 
these gnoseological contradictions after Stalin's death were imperceptibly 
transformed into real contradictions in the practice of economic construction in the 
USSR and created cracks in the foundation of the building of Stalin's economy. 


| am not alone in very restrained evaluation of the work "Economic Problems of 
Socialism in the USSR" (which some irrepressible admirers of Stalin are presented 
as "genius"). | turn again to M. Antonov: "Although Stalin was trying to illuminate 
some issues of socialist production in a new way, in general this work did not contain 
and could not contain any breakthrough in theory, because it was based on the 
traditional understanding of Marxism-Leninism, which no longer met the needs of the 
advancing era. According to Molotov, Stalin was still working on the second part of 
his work, which after the death of the leader had sunk to an unknown place, but even 
from it one could hardly expect any breakthrough - for the same reasons. 


As a practicing economist, Stalin achieved much more. In fact it was thanks to his 
political will and skill that he succeeded in creating an economy most of which was 
outside commodity-monetary relations, outside the notorious law of value. In fact, 
this means that he was able to tear the country out of the strangling embrace of 
capitalism. And this is his merit. 
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To comprehend the essence of the Stalinist economy, | will try to highlight the main 
features of the Stalinist economy. Here are the most important of them: 1) national 
ownership of the means of production; 2) the decisive role of the state in the 
economy; 3) the use of the cooperative form of economy and small-scale production 
in addition to state forms of economy; 4) centralized management; 5) directive 
planning; 6) a unified national economic complex; 7) mobilization character; 8) 
maximum self-sufficiency (especially in the period before the socialist camp 
appeared); 9) orientation primarily on natural (physical) indicators (value plays a 
subsidiary role). 


Many of these attributes are interrelated, as if flowing into each other. The 
significance of these or other characteristics varied over the three decades of the 
Stalinist economy. For example, the mobilization character of the economy was 
especially pronounced during the years of industrialization and the Great Patriotic 
War. The principle (sign) of periodic reduction of retail prices did not work during the 
Great Patriotic War. There emerged certain imbalances between the stock of goods 
and money, there was some increase in consumer prices, however, very moderate 
by wartime standards. After the restoration of the Soviet economy from the late 
1940s the mobilization signs weakened. The sign of maximum self-sufficiency of the 
Soviet economy changed from the late 1940s, when the Council for Mutual 
Economic Assistance (CMEA) emerged and the USSR began to actively participate 
in the international socialist division of labor through the development of international 
specialization and cooperation of individual industries and enterprises. Some signs 
of the Stalinist economy could also be seen beyond the chronological framework of 
its thirty-year existence. For example, the state monopoly of foreign trade, the state 
currency monopoly, the one-tier model of the banking system, and the two-loop 
system of domestic money circulation began to collapse only in the second half of 
the 1980s. Also an important feature of the Soviet economy remained the high 
priority given to the development of the defense industry. This could not have been 
otherwise, since the West was waging an unrelenting Cold War against the USSR; 
from the mid-1980s this priority began to be diluted under the sly slogan of the 
conversion of military production. 


The Stalinist economy began to lose much of its essence due to the mistakes and 
miscalculations of the state and party leaders who led the country after Stalin's 
death. There was Khrushchev's voluntarism with his economic experiments. There 
was the Kosygin-Lieberman reform, which reprogrammed the economy to profit as 
the main reference point. There were crazy projects to move the northern rivers and 
much more. But these were not the main reasons for the destruction of the Stalinist 
economy. Man began to change. The harmony between public and personal interest 
began to break down. "Mine" became higher than "ours." Material incentives for labor 
became dominant over moral incentives. Labor ceased to be seen as a vital 
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necessity and even began to be perceived as a burden. Stalin was well aware of the 
importance of the human factor. In various versions, he set the task of creating a 
new man. But this task was not fully met, its solution clearly lagged behind the 
successes in the development of productive forces, the construction of the material 
and technical base of socialism. Sometimes they say that Stalin simply did not have 
time to solve this problem, tragically passing away. But that is not the main point 
either. 


The creation of a new man could take place (and did take place) only on the 
ideological basis of Marxism-Leninism. This doctrine, however, is inherently deeply 
materialistic and not intended to educate a person with the high characteristics 
demanded by Stalin's economic model. The solution to this problem was possible 
only in a society with a great influence of the Christian Church, which has two 
thousand years of experience in educating a new man. 


Yes, Stalin legalized the Church, he led it out of the catacombs into which it had 
been driven by the "fiery revolutionaries" of the 1920s. | do not even rule out the 
possibility that Stalin might have secretly counted on the Church's support for such a 
task as the formation of a new man. But by the time of Stalin's death the Orthodox 
Church had not grown strong enough to exert a meaningful positive spiritual and 
moral influence over all of Soviet society. The work offered to the reader does not 
claim to be a comprehensive and detailed study of all the features and all the sides 
of Stalin's economy, nor an exhaustive explanation of the reasons for its dismantling 
and destruction. In fact, it is a series of essays on some, as it seems to the author, 
key problems of the Stalinist economy. The aim of the work is to make the reader 
compare and understand that the notion imposed on us about the market (capitalist) 
economy as the most perfect, efficient, competitive one is a myth or even an outright 
deception. Moreover, after getting acquainted with Stalin's economy, the falsity of the 
sweet-voiced appeals to lead Russia out of its current economic dead-end with all 
kinds of liberal means (foreign investment, loans, stock markets, the investment 
climate, and all kinds of other nonsense) will become clear. 


And if, God willing, a spiritual, political, and economic revival of Russia should 
begin, we will need the maximum mobilization of all of society's forces and 


resources. Then the experience of Stalin's economy will be in extremely high 
demand. 


CHAPTER 1. OF THE STALINIST ECONOMY AND HIGHER GOALS. 
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No matter what critics of the Soviet economy say, it was, in modern parlance, more 
competitive than the so-called "market economies" of the West. 


ABOUT THE ECONOMIC MIRACLE AND STALIN'S ECONOMY. 

In 1913, Russia's share of world industrial production was about 4 percent; by 
1937, it had already reached 10 percent. By the mid-1970s, it had reached 20% and 
remained at this level until the beginning of perestroika. The two most dynamic 
periods of Soviet history were the 1930s and 1950s. 


The first period was industrialization, which was carried out in a mobilization 
economy. By total gross domestic product and industrial production, in the mid- 
1930s the Soviet Union came in first place in Europe and second place in the world, 
second only to the United States and far ahead of Germany, Britain and France. For 
less than three decades in the country there were built 364 new cities, they built and 
put into operation 9 thousand large enterprises - a huge figure - two companies a 
day! Of course, a mobilization economy required sacrifices, the maximum use of all 
resources. But, nevertheless, on the eve of the war the standard of living of the 
people was significantly higher than at the start of the first five-year plan. We all 
remember Stalin's well-known statement that the USSR was 50 to 100 years behind 
the industrially developed countries, and that history has allotted 10 years to bridge 
this gap, otherwise we will be swept away. These words, spoken in February 1931, 
are surprising in their historical accuracy: the gap was only four months. 


The second period was economic development on the basis of the model, which 
was formed after the war with the active participation of Stalin. It continued to 
function by inertia for a number of years after his death (until all sorts of experiments 
by N.S. Khrushchev began). During 1951-1960, the gross domestic product of the 
USSR increased by 2.5 times, and the volume of industrial production - more than 3 
times, and agricultural production - by 60%. If in 1950 the level of industrial 
production in the USSR was 25% in relation to the U.S., then in 1960. - already 50%. 
Uncle Sam was very nervous, because he was losing the economic competition to 
the Soviet Union. The standard of living of the Soviet people was steadily rising. 
Although a much higher proportion of GDP was used for savings (investment) than in 
the U.S. and other Western countries. 


The thirty-year period in our history (from the early 1930s to the early 1960s) can 
be called the Soviet "economic miracle. The 1940s should also be included here. - 
the period of war and economic reconstruction of the USSR. Our country managed to 
defeat Hitler and the entire Hitler coalition. It was not only a military victory, but also 
an economic victory. During the period of rebuilding the country after the war, we 
were able to return faster than European countries to pre-war levels, as well as 
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create a "nuclear shield," which was vital for the country in the conditions of the "cold 
war" declared by the West. 


In the 1960s, we began to lose the economic momentum we had built up in the 
previous period. And from the mid-1970s, we began to show signs of so-called 
stagnation, the loss of domestic sources of development, which were camouflaged 
by the sudden fall of petrodollars on our country. From the mid-1980s, the 
destruction of the remnants of the economic model that had been created in the 
years of the "economic miracle" began, hidden behind the slogans of perestroika. 


THE STALINIST ECONOMY IS A TABOO TOPIC. 

| am not the first to draw attention to Stalin's "economic miracle. In explaining it, the 
authors rightly emphasize that a fundamentally new model of economy was created, 
different from the "market economy" models of the West (the capitalist model of 
economy). 


The first years of Soviet history were the economy of "war communism" (1917- 
1921). It is a special model - obviously, it has nothing in common with the market 
model (moreover, it is called the antipode of the market). But it cannot be called a 
Soviet model either. Some authors by misunderstanding or consciously try to put an 
equal sign between the economy of "war communism" and the economy of Stalin. If 
you personify the first, the economy of the period 1917-1921 should be called the 
economy of Lenin-Trotsky. 


Elements of the market economy model took place only in the initial period of the 
history of the USSR (the NEP period: 1921-1929) and in the final period (Mikhail 
Gorbachev's Perestroika: 1985-1991). In other words, in net terms it turns out about 
a decade and a half. If we personify this model, it can be conditionally called the 
Bukharin-Gorbachev economy. Let me remind you that in the 1920s. Nikolai 
Bukharin was considered the main ideologist of the party and advocated building 
socialism and communism on the basis of market principles. Later he became an 
active member of the "new opposition," which sharply opposed the model proposed 
by I. V. Stalin and his supporters ("Stalin's model"). 


NOTE by engineer Y. |. Grebenchenko. The confrontation of the carriers of the 
opposite models of economic development in Russia, destroyed to the ground by a 
succession of continuous wars - World War | and the Civil War, which Soviet 
historians divide into three campaigns of the Entente - ended, as is usual in any 
revolution, another "bloody Thermidor" in 1937. The followers of Trotskyist-Leninists 
at this time continued the Civil War by destroying each other, with almost a complete 
analogy with the Great French Revolution - Thermidor, declared by Trotsky, even 
during the bourgeois revolution in 1917, and executed, like Robespierre. 
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Emboldening themselves before posterity, the heirs of the Trotskyites-Leninists - 
Khrushchev and others - pinned "Thermidor" on Stalin, as well as all the economic, 
social and political miscalculations of the Soviet power in the post-Stalinist period. 


About another 25 years (1961-1985) was a period of so-called stagnation economy, 
when there was no market model, but the Soviet model was slowly undermined from 
within by various partial improvements that did not increase its effectiveness, but 
only discredited it, so that at the end of the Soviet Union the perestroika proponents 
could say in full voice: "The Soviet model is not effective, it must be replaced by the 
market model". If we personify the economy of stagnation, then it can be called the 
Khrushchev-Brezhnev-Andropov-Chernenko economy. 


Thus, of the entire 74-year history of the Soviet Union (from 1917 to 1991), the 
period of "economic miracle" accounts for three decades at most. This period is 
characterized by the fact that at this time in power in the country was V. Stalin. True, 
in 1953-1960. Stalin was no longer in power, but the economy created by him 
continued to function, it had not yet undergone much change. Therefore, the thirty- 
year period 1930-1960 can be called the time of Stalin's economy, and the economic 
achievements of this period - Stalin's "economic miracle". 


Today we are dominated by a plurality of opinions. Maybe someone sees some 
flaws in the Soviet model, and he prefers the model of market economy. But here's 
the amazing thing: today 99.99% of all information belonging to the category of 
economics is devoted to the market economy. The remaining 0.01% of information 
has to do with the Soviet model. But at the same time in reports, articles and books 
there is almost no detailed description of this model, everything is limited to a 
pointless criticism and the traditional conclusion: it is an administrative-command 
economy. There is no intelligible definition of the administrative-command economy, 
except that it is the opposite of the market economy. 


It seems that the author of this cliché at the dawn of perestroika was the economist 
Gavriil Popov, one of the most zealous "market economists. Administrative- 
command economy is a kind of verdict, which cannot be justified. | think that the 
silencing of the topic of "the Soviet model of the economy" is very simple: a serious 
comparative analysis of the two models is extremely unprofitable for those who 
promote the ideology of a market economy. This is the propaganda policy of the 
"Washington Obkom Consensus" of the Party. 


Trying to evaluate the Stalinist economy on the basis of the criteria of a market 


economy and the principles of economic liberalism is a futile exercise. A war was 
waged against the USSR, which sometimes became explicit and tangible (the 
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Finnish War, Halkin-Gol, the Great Patriotic War), and sometimes took implicit and 
disguised forms. Winning such a war while observing the rules of the market 
economy is like a boxer winning a fight in the ring while blindfolded. 


THE ESSENCE OF THE STALINIST ECONOMY. 

The essence of the Soviet model (1930-1960) can be reduced to the following 
essential features: - national ownership of the means of production; - the decisive 
role of the state in the economy; - centralized management; - directive planning; - a 
single national economic complex; - mobilization character; - maximum self- 
sufficiency (especially in the period before the socialist camp appeared); - orientation 
primarily on natural (physical) indicators (cost indicators play a subsidiary role); - 
limited commodity-money relations; - accelerated development of Group A industries 
(production of means of production). We will talk about these features in detail 
further on. Here | will briefly mention only some of them. 


As for the accelerated development of branch group A (production of means of 
production) in relation to branch group B (production of consumer goods), this is not 
just a slogan of the "great breakthrough" period of the 1930s. It is a constantly 
operating principle, given that we are not talking about an abstract "socialist 
economy. We are talking about the concrete economy of the USSR, which, 
according to Stalin, was (and for the foreseeable future will be) in a hostile capitalist 
environment - an environment that would seek to destroy the Soviet Union both 
economically and militarily. Only a high level of development of Group A is capable 
of ensuring the effective struggle of the USSR against the hostile capitalist 
environment. A consistent consideration of the above principle actually means that 
the Stalinist model is a model of mobilization economy. It could not be otherwise. 
Stalin was absolutely correct in justifying this by formulating the following geopolitical 
thesis: the main content of the modern era is the struggle between two socio- 
economic systems - socialist and capitalist. 


It is well known (from the works of the classics of Marxism) that the most important 
contradiction of capitalism is the contradiction between the social character of 
production and the private form of appropriation. The most important principle of 
Stalinist economics is the social character of appropriation, which removes the 
"damned" contradiction that existed under capitalism. The principle of distribution 
according to labor is supplemented by the principle of social appropriation. 
Specifically, it means that the surplus product created by common labor is distributed 
fairly evenly among all members of society through the mechanism of lowering the 
retail prices of consumer goods and services and through the replenishment of 
public consumption funds. In the medium term, Stalin even proposed a transition to a 
free distribution of such a vital product as bread (he spoke about this soon after the 
end of the war and named the time when it could approximately happen - 1960). 
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Orientation primarily on natural (physical) indicators in planning and evaluating the 
results of economic activity is another key principle. Value indicators, first, were quite 
conventional (especially in production, not in retail trade), and secondly, played an 
auxiliary role, and profit was not the most important indicator. The main criterion of 
efficiency was not an increase in monetary profit, but a reduction in the cost of 
production. 


ON THE PLANNED NATURE OF STALIN'S ECONOMY. 

Particular attention should be paid to the planned nature of the economy. Critics of 
the Stalinist model, using the pejorative phrase "administrative-command system," 
first and foremost meant economic planning. It is the opposite of the so-called 
market, which hides an economy focused on profit and enrichment. In the Stalinist 
model we are talking about directive planning, where the plan has the status of the 
law and is subject to mandatory execution, in contrast to the so-called indicative 
planning, which was used after World War II in Western Europe and Japan and has 
the nature of recommendations and guidelines for economic actors. By the way, 
indicative planning is inherent not only in the Stalinist economy. It still exists today. 
Where? You may ask. In large corporations. We will talk about this a little later. So if 
critics of the Stalinist model like the expression "administrative-command system," 
then they should also zealously criticize the world's largest multinational corporations 
like IBM, British Petroleum, General Electric or Siemens. There, at the beginning of 
the 21st century, there is indeed a brutal administrative command system without 
any admixture of democracy and employee participation in management. 


In a talk on January 29, 1941, Stalin pointed out that it was the planned nature of 
the Soviet national economy that allowed for the country's economic independence: 
"If we did not have a planning center, ensuring the independence of the national 
economy, industry would have developed in a very different way, everything would 
have started with light industry, not with heavy industry. But we turned the laws of 
Capitalist economy upside down. We started with heavy industry instead of light 
industry, and we won. Without the planned economy this would have been 
impossible. After all, how did the development of the capitalist economy go? In all 
countries it began with light industry. Why? Because light industry was the most 
profitable. And what do individual capitalists care about the development of the iron 
and steel industry, the oil industry, etc.? 


Profit is important to them, and light industry was the primary source of profit. We 
began with heavy industry, and this is the basis for the fact that we are not an 
appendage of capitalist economies. The matter of profitability in our country is 
subordinated to the construction of heavy industry, which requires large investments 
from the state and, understandably, is unprofitable at first. If, for example, we were to 
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leave the construction of industry to capital, the most profitable industry would be the 
flour industry, and then, it seems, the manufacture of toys. This is where capital 
would start building industry." 


Stalin also constantly stressed that the planned economy made it possible to 
balance supply and demand, production and consumption. Thus, only on the basis of 
planned economy is it possible to overcome such a curse of the market (capitalist) 
economy as crises. These crises of so-called "overproduction" have shaken the 
whole capitalist world since the beginning of the 19th century, bringing innumerable 
sufferings to millions of workers, demonstrating the wasteful character of the use of 
material resources and generating even more fierce competition between capitalists 
both on national and world markets. 


The USSR used some methods of planning that even the most "advanced" foreign 
managers and economists had not known before. First of all, it was an inter-industry 
balance, with the help of which the proportions of exchange of intermediate products 
between branches were determined for given volumes and structure of production of 
final products. These proportions are described by appropriate equations. It is 
considered that inter-branch balance models (in the West they are more commonly 
referred to as input-output models) were developed by a Russian emigrant of the 
post-revolutionary wave, Vasily Leontiev (1906-1999), who was even awarded the 
Nobel Prize in Economics. At the same time, already in the first half of the 1920s the 
State Planning Committee of the USSR began to use the inter-sectorial balance - 
even before V. Leontief published his first article on the subject. 


STALIN'S ECONOMY AS A HUGE CORPORATION. 

The Soviet model can be likened to a huge corporation called the Soviet Union, 
consisting of separate shops and production sections that work to create one final 
product. The final product is not a financial result (profit), but a set of specific goods 
and services that satisfy social and personal needs. Indicators of the social product 
(and its elements) in monetary terms perform only the role of a reference point in the 
implementation of annual and five-year plans, the assessment of the results of the 
implementation of plans. 


Due to the division of labor, specialization and well-coordinated cooperation, the 
maximum efficiency of production of the entire corporation is achieved. It is no longer 
necessary to say that there can be no competition between shops and sites. Such 
competition will only disorganize the work of the entire corporation and generate 
unreasonable costs. Instead of competition, it is cooperation and cooperation ina 
common cause. Individual shops and sections produce raw materials, energy, semi- 
finished products and components, from which a common product is eventually 
formed. This common product is then distributed among all participants in 
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production. By definition, there is no distribution and redistribution of the social 
product at the level of individual shops and sections. 


All of this enormous production, exchange and distribution are managed by the 
governing and coordinating bodies of the "USSR" corporation. These are the 
government, many ministries and departments, especially the line ministries. As the 
structure of the national economy of the USSR became more complex, their number 
steadily increased. Within the framework of each union ministry there were also 
subdivisions, called chief departments, and various territorial institutions in the field 
(first of all, the ministries in the union republics). The coordinating and supervising 
role was played by such bodies as the USSR Gosplan, the USSR Ministry of 
Finance, the USSR State Bank and some others. They also had their own territorial 
network, including departments with similar names at the level of the Union 
republics. 


By the way, a similar scheme of organization and management exists in the largest 
Western corporations (especially transnational ones) associated with the real sector 
of the economy. There are no market relations within them, there are conditional 
calculations based on "transfer" (intra-corporate) prices. The key difference between 
the model of Western corporations and the Stalinist model is that corporations are 
owned by private owners, their activities are focused primarily on financial results 
(profits), and the financial results are not distributed to employees, but are privatized 
by the owner of the corporation. It is true that today this scheme of organizing and 
managing corporate activities is becoming a thing of the past, for the reason that 
under the conditions of the current rapid development of the financial sector of the 
economy, manufacturing activities are becoming uncompetitive and even 
unprofitable. There has been a turnaround in the activities of corporations 
traditionally associated with manufacturing towards working in the financial markets. 
Such financially oriented corporations have a different way of doing things. 


| would like to note that | have found a comparison of the Stalinist economy with a 
huge corporation in a number of domestic and foreign authors. Here is a quote from 
a contemporary work: "Long before the emergence of large domestic and 
international transnational corporations, the USSR became the world's largest 
corporate economic structure. The corporate economic, economic goals and 
functions of the state were written into the Constitution. As an economic corporation, 
the USSR developed and enacted a scientific system of reasonable domestic prices 
that allowed for the efficient use of natural resources in the interests of the national 
economy. Its peculiarity was, in particular, low prices for fuel and energy and other 
natural resources as compared with world prices. 
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The corporate approach to the economy as a holistic organism implies allocation of 
sufficient funds for investment, defense, the army, science, education, culture, 
although from the perspective of selfish and short-sighted market subjects we should 
eat everything up immediately. 


The rejection of the concept of the state - an economic corporation, the destruction 
of inter-industry and inter-regional relations, the disintegration of enterprises 
disastrously affected the economy of Russia"[‘]. It is difficult not to agree with the 
authors about the consequences of the destruction of the "economic corporation of 
the USSR". One can only doubt that such destruction occurred instantly, at the 
moment of the destruction of the Soviet Union in December 1991. The process of 
destruction began even earlier, in the 1960s, and lasted almost three decades. 


STALIN'S ECONOMY: THE TEST OF LIFE. 

The Stalinist economy has passed the test of time. Without being a biased 
opponent or, even more so, an enemy of Russia, it should be recognized that Stalin's 
economy allowed: - ensure that the country overcame centuries of economic 
backwardness and became, along with the United States, the world's leading 
economic power; - create a unified national economic complex, which enabled the 
Soviet Union to become independent of the world market; - defeat the strongest 
enemy in World War Il, Hitler's Germany and the Hitler coalition countries; - ensure a 
steady increase in the welfare of the people based on a consistent reduction of 
production costs; - showed to the world the inefficiency of the so-called market 
(capitalist) economy. 


It seems to me that this is already quite enough to understand in more detail what 
Stalinist economy is - not out of idle curiosity, but on the basis of the fact that today 
Russia is experiencing a serious economic crisis. And familiarity with Stalinist 
economics will enable us to find a quicker way out of today's gridlock. 


ABOUT THE DISTORTIONS AND ERRORS OF THE STALINIST ECONOMY. 

Of course, a number of the above principles have not been realized in the real 
practice of economic construction in their pure form. Partly - because of some 
conscious distortions of Stalin's political line by some statesmen, partly because of 
weakness of human nature (for example, weak executive discipline), partly because 
Stalin himself made some adjustments to his political line. 


Adjustments were made intuitively. At the same time, the improvement of the 
economic model had to be carried out systematically, on the basis of a good theory. 
Stalin tried to intensify the process of developing such a theory, in particular, by 
writing in 1952 the work "Economic Problems of Socialism in the USSR. "Ignorance 
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of theory will ruin us," Stalin used to say, and unfortunately these words proved 
prophetic. 


A strong and unjustified departure from these principles led to the erosion and 
undermining of the Stalinist model. The erosion occurred in the period 1960-1985. 
Individual cases were recorded as early as the second half of the 1950s, when 
Khrushchev began to conduct dangerous economic experiments. There are many 
examples of such dilution. For example, we noted such a principle as the 
predominant orientation in the planning and evaluation of the results of economic 
activity on natural (physical) indicators. "The Kosygin reform of 1965 began to orient 
planning agencies and enterprises toward such a basic cost indicator as "gross" 
(gross output, calculated according to the so-called factory method). It became 
possible and profitable to inflate the gross indicators, while the dynamics of real 
(natural) indicators significantly lagged behind the gross. The paradox was that the 
profit orientation made the economy increasingly costly. 


Serious planning problems were camouflaged. Formally, centralized plans began to 
cover a much broader range of intermediate and final products of various sectors of 
the economy in comparison with the Stalin era (probably helped by the introduction 
in the Gosplan and many ministries of the first generation of electronic computing 
machines). At various levels they began to say that the so-called program-targeted 
method is introduced into the practice of planning. However, in real life, specific 
planning indicators at all levels were not tied to any higher goals, but were 
determined on the basis of the primitive method - from the achieved level of the 
previous year (planning period). 


In a number of respects, Stalinist economics contradicted Marxism. There was no 
prior theoretical reflection and justification of this model. It was created by 
practitioners, by trial and error. By the way, in those years there was not evena 
textbook on the political economy of socialism. Its preparation dragged on for 30 
years, and the first edition came out only after Stalin's death, in 1954. By the way, 
the textbook was contradictory, trying to reconcile the realities of life (the Stalinist 
economy) with Marxism. Meanwhile, Stalin told his associates: "If you look for 
answers to all the questions from Marx, then you will be lost. We must work with our 
own heads. 


ABOUT THE DISMANTLING OF THE STALINIST ECONOMY. 

But alas! Party and state leaders after Stalin's death refused to "work with their 
heads," preferring to be guided by the dead dogmas of Marxism or simply acting on 
inertia, parasitizing on the achievements of Stalin's economy. 
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Khrushchev only managed to weaken, but not destroy, the Stalinist economy. Much 
more serious blow was dealt by the economic reform of 1965-1969, which is 
personified with the then Chairman of the Council of Ministers of the USSR, A. 
Kosygin. It is sometimes referred to as the reform of E. Lieberman, named after one 
of Kosygin's consultants. The result was a model that some harsh critics call a model 
of state capitalism. The reform of 1965-1969 transformed the socialist enterprises 
into autonomous producers, focused on profit (the main planning indicator), rather 
than on their contribution to the creation of a single economic result. The socialist 
mode of production was replaced by the commodity (state-capitalist) mode of 
production. 


After the "Kosygin's" reform there were no more serious attempts of economic 
improvement for almost two decades. Moreover, there were no attempts to undo the 
fatal Kosygin-Liberman experiment, and the economy sank into stagnation. And life 
urgently dictated the need for real change in order to strengthen the country. Thus, in 
the first half of the 1970s. The USSR had reached military parity with the United 
States and NATO. With this in mind, it was possible and necessary to make 
adjustments in the proportions of Group A and Group B development in favor of the 
second group of industries. The development of such industries as light industry, 
food industry, production of automobiles, furniture, household and radioelectronic 
appliances should have been accelerated, and the scale of housing construction 
should have been increased. Instead, investments were channeled into the 
construction of the Baikal-Amur Mainline, the connection of rivers, etc. And then 
came the "silver bullet" in the form of petrodollars (the rise in prices for "black gold" 
on the world market in 1973). Instead of the course on pulling up the group B was a 
course for the elimination of deficits of a number of consumer goods at the expense 
of imports. (Using oil revenues to import goods.) 


From 1985, a period of purposeful destruction of the economy began under the sly 
slogan of perestroika. The rapid transition from state capitalism to another model of 
capitalism, which can be equally called private-proprietary, bandit and comprador 
capitalism, began. 


ABOUT THE HUMAN FACTOR AND HIGHER GOALS. 

Let us return to the subject of the Stalinist economy. The efficiency of its functioning 
depended not only on how consistently the leaders of the national economy adhered 
to the above-mentioned principles of the Stalinist economy. It depended to an even 
greater extent on the readiness of society and its individual members to participate in 
the implementation of Stalin's economic plans. Stalin was well aware of this, which is 
why in his time he formulated the threefold task of building communism. It included 
the following tasks: a) the comprehensive development of the productive forces and 
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the creation of the material and technical basis for communism; b) the improvement 
of production relations; and c) the formation of a new man. 


The principles of Stalin's economy we have discussed above describe the production 
relations that were necessary at that historical juncture for the advancement of the 
country toward communism. The task of forming a new man was comprehended by 
Stalin and his entourage much worse (understood poorly), than the first two 
components of the triune task. It was not only in the order, but also in priority, it was 
in third place. 


However, the third task in the time of Stalin did a lot. The task of forming a new man 
was subordinated to the activities of the Soviet media, culture, science and literature. 
The problem was that the understanding of the new man was built on the 
methodological foundations of Marxist materialism. In any case, in Marxist schemes, 
the human being was not a goal, but a means. Such a means, which was often also 
referred to as the human factor, the factor of production, the labor force, the labor 
resource. By the mid-1950s, there appeared a refined formula of the main economic 
law of socialism which defined the goal of socialist economy: "Ensuring the welfare 
and all-round development of all members of society through the fullest satisfaction 
of their constantly growing material and cultural needs, achieved through continuous 
growth and improvement of socialist production based on scientific and technological 
progress. 


Marxism could offer no higher (above all, spiritual) goals, because it is pure 
materialism. There was, however, one higher, political goal in the 1920s. It was to 
"fan the flames of world revolution. But, firstly, at the time of Stalin this aim was no 
longer remembered (Trotsky, with his idea of permanent revolution, was expelled 
from the country, and the Soviet Union set out to build socialism in a single country). 
Secondly, it is not possible to "untwist" the Russian man on the idea of a world 
revolution in any case. 


During Stalin's time, much was done to ensure that the citizenry of the Soviet 
country could fit into the model of Stalin's economy, as much as possible. They talk 
about his alleged forced "cramming" into this economy. Yes, at first it was. | mean 
the voluntary and forced collectivization of the peasantry. But coercion alone will not 
get you very far. A slave cannot be an efficient worker. 


From the mid-1930s, Stalin's policy was to raise the status of the man of labor in 
every way possible. Material encouragement of labor was supplemented by moral 
incentives. Socialist competition (as the antipode of capitalist competition) appeared. 
The Stakhanov movement swept the country in the 1930s. Titles "Hero of Socialist 
Labor", "Honored Worker", etc. were introduced. Educational work aimed at 
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strengthening labor discipline was carried out at all levels, forming a sense of 
collectivism, mutual assistance, careful attitude to socialist property, etc. The fight 
against vagrancy was waged. By the way, consistent struggle of the state with 
different manifestations of wealth, luxury, illegal incomes also strengthened people's 
belief in social justice and acted as an incentive to labor. 


Property differentiation in society was very moderate and was determined primarily 
by a person's labor participation in the economic life of the country. Back in the mid- 
1950s the coefficient of income differentiation of the population (the gap between the 
richest 10% and the poorest 10%) was 3.28. Incidentally, in 1998, according to 
Rosstat, it was already equal to 13.8; in 2007. - 16,8. Many experts, taking into 
account the shadow economy, believe that the real gap reaches 25-40 times. 
Obviously, the current gigantic gap in property status acts as a negative incentive for 
productive labor. 


Creative work was encouraged in every possible way. A movement of innovators 
and inventors emerged, involving not only engineers and technical intelligentsia, but 
also millions of ordinary workers. 


Stalin was able to greatly increase the labor activity of Soviet man, and the methods 
of coercion here played a subordinate role. The Soviet people accepted the Stalinist 
model (albeit not immediately), because it had a goal that went beyond the economy. 
This supra-economic goal was the protection of the country from foreign aggression. 
Already after Stalin's death, who left the Soviet people a "nuclear shield", the sense 
of external threat began to recede into the second and even third plan (although the 
West declared a "cold war" to us). At the forefront were the economic objectives 
arising from the above-mentioned basic economic law of socialism. 


But here is the paradox: economic goals do not consolidate, do not mobilize the 
people, do not reveal their creative potential, but on the contrary, divide, relax and 
deprive them of creative creativity. The latter is replaced, at best, by the so-called 
entrepreneurship. With economic goals, Stalinist economy cannot work, it is doomed 
to die and be replaced by various variants of the market economy model. 


Can we return to the Stalinist economy? We can, if we formulate supraeconomic, 
higher goals. Such goals are now in the air. Now, perhaps the most important thing 
is for someone to be able to voice these goals loudly and make them heard by the 
people. We not only can, we must return to the Stalinist economy. We should not 
delude ourselves: the market economy will doom Russia. 
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CHAPTER 2. ON THE ECONOMIC MIRACLE OF THE STALINIST 
ECONOMY. 


In the first chapter, | noted that for part of the Soviet period, there was a particular 
model of the economy in the USSR that could be called the Stalinist economy. There 
were at most three decades during this period, from the late 1920s to the late 1950s. 
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END OF THE STUDY EXCERPT. 

The text of the introductory excerpt is provided by OOO LitRes. 


THE FINAL PART OF KATASONOV'S BOOK. 
Source: https://rusinst.ru/docs/books/V.Yu.Katasonov-Economika_Stalina.pdf 


So, let us try to formulate lessons from the experience of Stalin's economy. The 
main lesson: there are no hopeless situations in history, especially in our history, 
because Russia is a unique country. On the one hand, it has been subjected to 
continuous military encroachments over the centuries, starting with the Teutonic 
Knights and ending with the military invasion of Hitler in 1941. And today the West 
also wages an undeclared war against Russia in all directions: informational, 
political, economic and military. The country /ost the "cold war" and was in the 
position of a semi-colony. For more than 20 years, we have been looking for a way 
out of our deadlocks, and we have not found one. 


Some of our fellow citizens have developed despondency, others apathy, and still 
others despair. On the other hand, Russia has always come out of wars, 
interventions and blockades strengthened and renewed. God loves and protects 
Russia. "Whom | love, him | punish" - these evangelical words are fully applicable to 
our country, to the Russian people. Ironically, the Lord continued to love and protect 
Russia even in the years when the Bolsheviks came to power with their God-fearing 
program of building a new society. The country was on the brink of destruction. But 
thanks to Stalin's many measures, including industrialization, Russia (the Soviet 
Union) was once again a powerful nation, able to break the back of Hitler's Germany 
and rebuild the ruined cities and villages. It is possible to try to rationalize our labor 
and military victories or, at most, to refer to a happy coincidence of circumstances. 
But these victories had a mystical nature. The vast majority of economists believe 
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that they know everything, can explain everything, can change everything. For them, 
economics is the realm of the rational. 


But Stalin's economy gave us an example of a real "economic miracle," which is not 
subject to rational explanation. God has allowed the Russian people hard, but 
feasible tests, so he came out of these trials, renewed, transformed. And our current 
trials we should perceive with humility and patience, with the understanding that they 
are a cure for the spiritual illnesses that began to overtake our people since the end 
of the 1950s. If we have this understanding, then surely the Lord will give us the 
strength and intelligence to revive Russia, including its economy. My experience of 
teaching shows that a detailed acquaintance with Stalinist economics helps people 
open their eyes and feel even more acutely the lies of contemporary liberal economic 
science, which asserts that there is no alternative to the so-called market economy, 
that it is the most efficient and competitive. But a certain danger lurks here. Some 
admirers of Stalin and the Stalinist economy say that today we just need to adopt a 
number of programs, laws and other regulations that would restore the Stalinist 
economy. And then Russia, they say, will once again become the same powerful 
nation. But there are three big "buts" here. 


FIRST, it is not clear: who should, and most importantly, who can initiate the 
adoption of such programs and laws in today's Russia? The Communists, who on 
the background of other political parties look the most consistent followers of Stalin? 
But they can't even pass much more moderate bills in the State Duma. President 
V.V. Putin? - Unfortunately, he "reigns but does not rule". So the political 
prerequisites for the Stalinization of the economy have not yet matured. Although 
there are many signs that patriotically-minded politicians may come to power. 


SECOND, Russia today is in different external and internal conditions compared to 
those of the beginning of the last century. There have been cardinal changes in 
science, technology, and engineering. Accordingly, under current conditions we may 
not need the industrialization of the 1930s. The "big break" should look like a 
breakthrough in the direction of high technology. The country's military security in the 
21st century will be ensured not by tens of thousands of tanks, planes, and artillery 
pieces, but by some kinds of weapons that are still completely unknown to mankind. 
Under Stalin the country was predominantly peasant; today the vast majority of 
citizens live in cities. Maybe it makes sense, on the contrary, to unbundle cities and 
create numerous settlements, as close to the land as possible, and begin to raise 
agriculture, which has always been the Achilles' heel of our economy. Food security 
today comes to the forefront in all countries of the world, and Russia is no exception. 
In Stalin's time the geographical borders of the USSR roughly coincided with the 
borders of the Russian Empire. Today, the Russian Federation is only a part of that 
vast territory. Outside the Russian Federation remained many important mineral 
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deposits. We have to think how to compensate for our geographic and resource 
losses. The list of differences between the conditions of the Stalinist "Great 
Breakthrough" of those days and the current "Great Breakthrough" which the Izborsk 
Club recently announced, could go on and on. 


THIRD, there are very different people in Russia today compared to Stalin's times. 
After all, any real economy (not chrématisme) is based on human labor. Let's 
imagine for a moment that patriotic politicians come to power and adopt programs 
and laws aimed at implementing a "big break" or "big push" strategy. To implement 
the strategy, the model of the Stalinist economy is recreated. But this machine must 
be driven by people. Do they have the necessary qualities? What are these 
qualities? - The domination of public interests over personal (or at least a balanced 
combination of public and personal interests), self-sacrifice, industriousness, 
discipline, diligence, creativity in work, mutual assistance, etc. 


In my work | have shown that the destruction of Stalin's economy began not as a 
result of the individual errors of our leaders and the intrigues of the "fifth column," but 
as a consequence of human degradation. | think that a modern person, unused and 
unlearned of real work, could not even move the machine of the Stalinist economy. 
And some members of the modern generation, with their addiction to corruption, 
could quickly destroy it. 


NOTES. 

- "IZBORSKY CLUB" is a periodical gathering of renowned experts who specialize 
in the study of Russia's foreign and domestic policies. The club was created in 
September 2012 during the celebration of the 1150th anniversary of Izborsk. The 
chairman of the club is the writer A. A. Prokhanov. In October 2012 the Izborsk Club 
prepared the first report of the Club. It provided an overview of the ideology and 
program which, in the opinion of the Club members, would become the saving 
solutions for Russia in the approaching storm of the global crisis. The main authors 
of the report were V.V. Averyanov, A.E. Aivazov, M.G. Delyagin, S.Yu. Glazyev, 
Maksim Kalashnikov, A.B. Kobyakov, A.A. Nagorny, Sh.Z. Sultanov, A.|. Fursov, 
K.A. Cheremnykh. -CHREMASTICS - the art of the accumulation of wealth. This 
term was introduced by Aristotle, who regarded chrematistics not as a type of 
economics, but as its antipode, anti-economics. The modern market economy 
(capitalism) is inherently chrematist. 


We need, above all, the salvation and rebirth of man. There will be a new man - 


then you can recreate and run the economy of Stalin. And who can recreate a 
Russian man with his best qualities? — 
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The Orthodox Church with its two thousand years of experience of struggling with the 
"old" man and his transformation into a new man. Marxism-Leninism, with its vulgar 
materialistic worldview, perceives man primarily as the subject and object of 
economic relations, as a "labor force," a "labor resource," a "factor of production," 
and an "atom" of society. It is not interested in the subtleties of comprehending the 
human soul. Moreover, Marxism does not set itself the task of creating a new man. 
Marxism mentally transfers to socialism a person who was a wage laborer in 
capitalism. At best, Marxism proclaims the task of feeding the worker (and his family 
members), as well as providing him with more acceptable working conditions 
compared to capitalism. | think Stalin sensed this serious flaw in Marxism. How he 
was going to overcome it - | do not know. Maybe he counted on the help of the 
Orthodox Church? Maybe for this reason Stalin began to give such attention to our 
Church even during the Great Patriotic War and until the end of his life? - | don't 
know. But the fact remains that Stalin did not have time to create a new man, and 
after his death even less attention was paid to this task. Why am | saying all this? 


- To the fact that today the Orthodox Church should take a close look at the model of 
the economy, which we have called Stalinist: take a closer look without any 
prejudices, which, unfortunately, are present in some of the clergy; also take a closer 
look at this model of our patriots. It is true that among our patriots there is almost no 
aversion to the Stalinist economy. They remember it nostalgically and dream of when 
it will be possible to revive it in Russia. They do dream. But many of them don't 
realize that this economy will require a new man, and not the one who dominates 
today and who for the most part has forgotten how to really work. But he has quickly 
learned to consume, to cheat and to deceive. So if we want to get out of the current 
liberal blind alleys, which are leading Russia to ruin, we must remember about 
Stalin's economy, we must comprehend its meaning and all the subtleties and work 
in the education of a new man - not abstract, but a man, who will be in demand of 
Stalin's economy. The creation of a new man - a worker and creator - should 
become a common cause, a common project of our Church and all the people of 
Russia. 


MORE QUOTES FROM KATASONOV'S BOOK. 


There are some skeptics and enemies of our country who argue that, they say, the 
economy of the USSR survived the years of war thanks to the American lend-lease 
program. It should be noted that the total value of Lend-Lease supplies was 11 billion 
dollars. It was military equipment, ammunition, cars, clothing and food. But, by the 
way, the population of our country contributed to the Defense Fund various valuables 
(not counting money) to the amount of 17.8 billion rubles, which is comparable with 
the volume of the Lend-Lease. Here is an opinion of Nikolai Voznesensky, chairman 
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of the Gosplan of the USSR at the time: "If we compare the size of supplies of 
industrial goods by the Allies to the USSR with the size of industrial production at 
socialist enterprises of the USSR during the same period, it appears that the specific 
weight of these supplies in relation to domestic production during the war economy is 
only about 4%. | don't want to go to extremes and say that the lend-lease didn't help 
us during the war. Of course it helped. Without it, of course, the number of casualties 
would have been higher, and the war would have dragged on for longer periods. But 
in the opinion of Soviet commissars of that time (during the war) the USSR would 
have been able to break the back of Hitler's Germany independently as well. Thus 
the Lend-Lease was not so disinterested help of America. As part of the agreement 
with Washington, there was a reverse lend-lease from the USSR. The Soviet Union 
sent to the United States 300,000 tons of chrome ore, 32,000 tons of manganese 
ore, large quantities of platinum, gold and timber as return (counter deliveries). Here 
is how U.S. Commerce Secretary Jones assesses this relationship: "Supplies from 
the USSR, we not only returned our money, but also made a profit, which was not 
common in trade relations regulated by our government. 


In the Soviet Union before the early 1980s the topic of corruption was not raised 
openly. Ordinary citizens were led to believe that corruption was uncharacteristic of 
socialist systems and only inherent in bourgeois society. Meanwhile, life contradicted 
ideological dogmas: from the mid-1950s until 1986, the number of bribes registered 
in criminal practice in the country increased by 25 times. 


The dismantling of the Stalinist economy began in the 1950s, under Khrushchev. | 
have already written about this. Now | want to pay special attention to the fact that 
this leader did everything possible to destroy small-scale commodity production in 
the USSR. 


It is well known (from the works of the classics of Marxism) that the most important 
contradiction of capitalism is the contradiction between the social character of 
production and the private form of appropriation. The most important principle of 
Stalinist economics is the social character of appropriation, which removes the 
"damned" contradiction that existed under capitalism. The principle of distribution 
according to labor is supplemented by the principle of social appropriation. 
Specifically, it means that the surplus product created by common labor is distributed 
fairly evenly among all members of society through the mechanism of lowering the 
retail prices of consumer goods and services and through the replenishment of 
public consumption funds. In the medium term, Stalin even proposed a transition to 
free distribution of such a vital product as bread (he spoke about this soon after the 
end of the war and named the time when it could approximately happen - 1960). 
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In fact, the state monopoly of foreign trade in the USSR began to be destroyed four 
years before the collapse of the Soviet Union. On August 19, 1986 the resolution of 
the CPSU Central Committee and the USSR Council of Ministers "On measures to 
improve the management of foreign economic relations" was published. This decree 
began the destruction of the system of foreign trade that had been taking shape over 
decades. It was issued without serious consideration and provided a wide field for 
machinations and fantastic enrichment at the expense of the state. The above 
decree from January 1, 1987 the right to conduct export and import operations was 
granted to 20 ministries and 70 large enterprises. Later, the list of enterprises with 
the right to participate directly in foreign trade was constantly expanded. That same 
year, in 1987, the Law on Joint Ventures was enacted, which actually provided 
foreign firms with direct access to natural resources and the country's domestic 
market. A year later, the USSR Ministry of Foreign Trade was liquidated and the 
USSR Ministry of Foreign Economic Relations was established, which now only 
"registered enterprises, cooperatives and other organizations involved in export- 
import operations". The law of 1990 also granted the right of foreign trade to local 
Soviets. According to the "Law on Cooperatives" (1988), a network of cooperatives 
emerged at enterprises and local Soviets engaged in exporting goods abroad, which 
sharply reduced their entry into the domestic market. Many goods in speculation 
yielded as much as $50 per ruble of costs and were bought from enterprises "at the 
root". Some products (e.g., aluminum cookware) were transformed into convenient 
scrap for transportation and sold as material. According to experts, in 1990 1/3 of 
consumer goods were exported. The barrier of foreign trade monopoly in the hands 
of the state restrained at one time export of natural resources abroad at throwaway 
prices. In the second half of the 1980s, the price of a ton of oil on the world market 
was $100, while the domestic price was 60 rubles. (i.e., the purchasing power of the 
ruble at oil prices was $1.7). There was approximately the same ratio for all other 
resources - timber, ore, chemical products, etc., so not only consumer goods were 
exported, but also raw materials, metals, petroleum products, timber and lumber. 
Crazy money was made on everything. 


The so-called "artisans" and their cooperatives flourished in the USSR - all sorts of 
small and very small businesses, which looks rather unexpected in the light of the 
common view about the USSR of the 1930s and 1950s as a totalitarian state that 
ruthlessly suppressed any outgrowth of independence and dissent (in economics, 
politics, art). But the fact remains that in the late 1940s and early 1950s, hundreds of 
thousands, if not millions, of people were engaged in various kinds of small-scale 
private enterprise. Of course, artisans as a class alien and a priori dubious element 
were under the close supervision of the authorities. But there was no command for 
the total elimination of this stratum. 
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The importance of protection against Western monopolies in the USSR national 
economy was conditioned by the fact that mainly giant monopolies entered the world 
market. Small and medium-sized businesses were always uncompetitive on world 
markets. Even relatively large domestic enterprises looked dwarfed by gigantic 
Western monopolies and were doomed in advance to non-equivalent exchange in 
foreign trade. 


Here is an opinion of Nikolai Voznesensky, chairman of the Gosplan of the USSR at 
the time: "If we compare the scale of supplies of industrial goods by the Allies to the 
USSR with the scale of industrial production at socialist enterprises of the USSR 
during the same period, it appears that the specific weight of these supplies in 
relation to domestic production during the war economy was only about 4%". 


As aresult of military operations and occupation during the Great Patriotic War 
were totally or partially destroyed 1710 cities and towns (60% of their total number), 
over 70 thousand villages and hamlets, about 32 thousand industrial enterprises. 
The invaders destroyed production facilities for melting 60% of prewar steel, 70% of 
coal, 40% of oil and gas, 65 thousand km of railroads, 25 million people lost their 
homes. Greatest damage was done to the agriculture of the Soviet Union. It was 
ruined by 100 thousand collective and state farms, 7 million horses, 17 million head 
of cattle, 20 million pigs, 27 million head of sheep and goats were killed or taken 
away to Germany. During the war the country lost about 1/3 of its national wealth. No 
economy in the world could withstand such losses. But another "economic miracle" 
happened. In most economic indicators, the USSR reached the pre-war level even in 
1948. It is noteworthy that we did not wait for the war to end before starting the 
reconstruction, which began during the war. In the reconstruction process was used 
a truly innovative, not used before in any country in the world, a comprehensive 
approach. Gosplan transferred to the development of quarterly and especially 
monthly plans, taking into account the rapidly changing situation at the front. 


At the same time the reconstruction began literally behind the back of the active 
army. It went as far as the front-line areas, which not only helped to accelerate the 
revival of the economy and the national economy of the country, but was also of 
great importance for the fastest and least costly supply of the front with everything 
necessary. 


In fact, it was thanks to his [Stalin's] political will and skill that he was able to create 
such an economy, most of which was outside of commodity-money relations, outside 
the proverbial law of value. In fact, this means that he was able to tear the country 
out of the strangling embrace of capitalism. And this is his merit. To understand the 
essence of the Stalinist economy, | will try to highlight the main features of the 
Stalinist economy. Here are the most important of them: 1) national ownership of the 
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means of production; 2) the decisive role of the state in the economy; 3) the use of 
the cooperative form of economy and small commodity production in addition to the 
state forms of economy; 4) centralized management; 5) directive planning; 6) a 
unified national economic complex; 7) mobilization character; 8) maximum self- 
sufficiency (especially in the period before the socialist camp appeared); 9) 
orientation primarily on natural (physical) indicators (value plays a subsidiary 


Industrial cooperation continued to exist in the USSR even after Stalin's death, until 
the end of the 1950s, and to some extent compensated for the constant shortage of 
consumer goods. By the end of the 1950s there were more than 114 thousand 
workshops and other industrial enterprises, employing 1.8 million people. They 
produced 5.9% of the gross output of industry, for example, up to 40% of all furniture, 
up to 70% of all metal ware, more than a third of the upper knitwear, almost all 
children's toys. 


According to the balance of payments of the Soviet Union published in 1992, in the 
last two years of its existence (1990-1991) gold was sold abroad for 6.5 billion 
dollars, which, according to estimates of S. M. Borisov, the equivalent of more than 
540 tons (almost all of this gold, according to the balance of payments, went to 
developed countries). In addition, another 250 tons of gold was sent abroad as 
collateral for Western loans. Thus, over the past two years of the existence of the 
Soviet Union was exported more than 790 tons of gold. During Perestroika more 
than 1.5 thousand tons of gold left the country. 


The decision to split the money supply into two independent spheres - cash and 
non-cash - was undoubtedly a stroke of genius. It allowed the country in the shortest 
possible time to pass the way, which in the normal development of processes would 
have taken several centuries (at best). Such a solution to theoretically absolutely 
insoluble problems was the only possible under the specific historical conditions, with 
the available production resources and the level of technical development. 


It was during the time of Khrushchev that we began to see signs of the merging of 
the shadow economy with the party-state apparatus, first at the district and city level, 
and then even higher. 


From 1949 to 1953, retail prices were lowered annually, in March or April. After the 
fifth reduction, made in 1952, the price level of mass consumption goods was half as 
high as in the fourth quarter of 1947. 


In the USSR, some planning methods were used that had not been known before to 


even the most "advanced" foreign managers and economists. First of all, it was an 
inter-branch balance, with the help of which the proportions of the exchange of 
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intermediate products between industries are determined for a given volume and 
structure of production of final products. These proportions are described by 
appropriate equations. It is believed that inter-industry balance models (in the West 
they are often called input-output models) were developed by a Russian emigrant of 
the post-revolutionary wave, Vasily Leontief (1906-1999), who was even awarded 
the Nobel Prize in Economics for this. At the same time, already in the first half of the 
1920s the State Planning Committee of the USSR began to use the inter-sectorial 
balance - even before V. Leontief published his first article on the subject. 


My teaching experience shows that a detailed acquaintance with Stalin's economy 
helps people open their eyes and feel even more acutely the lies of modern liberal 
economic science, which claims that there is no alternative to the so-called market 
economy, that it is the most efficient and competitive. 


Under Stalin the country was predominantly peasant, today the vast majority of 
citizens live in cities. Maybe it makes sense, on the contrary, to unbundle cities and 
create numerous settlements as close to the land as possible, and start raising 
agriculture, which has always been the Achilles' heel of our economy. Food security 
today comes to the forefront in all countries of the world, Russia is no exception. 


In 1953 the gold reserve of the country reached a maximum of 2048.9 tons. All told, 
during 1925-1953 the increase in gold reserves of the USSR was 1,900 tons. 


REVIEWS OF THE BOOK "STALIN'S ECONOMY". 
Some On-Line Comments 


Mikhail Bortnikov June 09, 2017 

Interesting book! Thanks to the author. It came to my attention what Stalin's 
economy was all about. | was born in 1969 and thought Stalin built the economy on 
the bones of the Russian people. And the war was won by the Russian people, not 
by Stalin the heartbreaker. And on the facts stated, | realized that it turns out Stalin 
saved Russia. And in saving it created an economy that was not in the world, based 
on high moral principles. 

Read the book. 


Abwh May 23, 2017 

Extremely interesting book! The author managed to describe the phenomenon of 
Stalin's economy as objectively and unbiased as possible, without regard to the 
ideological component (what the in the works of most Soviet economists is sin). 
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Oleshkevichav February 05, 2019 

Stalin's economics is by far the pinnacle of world economic thought! In some, far 
from its full extent, it was used in China - the result is obvious! In the USSR, 
however, considering all of Stalin's economic ideas "not Marxist" and the economy 
simply collapsed. Which collapse continues with greater intensity in Putin's Russia. 
And Stalin planned to switch to a 4-5 hour workday and a five-day week by '60. For 
reference: during the war, 90% of the small arms ammunition and up to half of the 
Katyusha shells were produced by PRIVATE MANUFACTURERS. 


Varya.grigorenko January 19, 2017 

My evaluation of this book is maximum. | believe that it is the beacon of salvation 
for our economy, which Katasonov compared to a ship without rudder and sails in an 
open stormy ocean. 


Julia Ermakova January 31, 2019 

Finally a book has been found that describes the events of the 1920s and '30s. 
These years have always been glossed over. It is difficult to find information. 

Reading the book is easy. (Usually when written by men, the sentences are jerky, 
with no subjects or predicate clauses, it is hard to understand their writing.) 
Apparently, the professor trained on the students, the speech is coherent. Oddly, in 
the book, the author periodically descends into pushing the idea of the Christian 
church as a body that may be important in the near future, here's right into the next 
generation... Next? 


Shetovoy August 13, 2018 
The book is very informative and quite objective, given the personality of the author. 
In my opinion lacks specificity in the description of some processes. 


Victor lonov August 03 

An excellent book by a wonderful author. It is rare to find such clear, 
understandable language with such depth of presentation. The book reveals the 
essence of Stalin's economic policy, which was so successful that it allowed not only 
to rebuild the country, but also to defeat the terrible enemy - almost all of Europe... 


Sergey Myshyakov June 29 

All the epithets you can give, to the end will not express the pleasure that one feels 
reading this book. | think everyone should read it, regardless of age or political 
views. The author gives so much food to the mind that many things in modern life fall 
into place. Read all do not regret wasting time | assure you! 
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Maks.burkackij June 27, Very interesting and accessible material. The author is 
trying to convey the essence of Stalinist economics. Very interesting thoughts of the 
author about the relationship of Stalinist economics with the spiritual beginning of 
man. 


398062149 January 27. 
Interesting. A detailed analysis of Stalin's economy is given. But the proposed way 
of returning to its principles through an Orthodox (Curch) man is wrong. 


Andrey Kolganov July 21, 2018 

Katasonov has produced a very interesting work that shows some of the real 
mechanisms that ensured the success of the Soviet economy, which is very useful 
for criticizing those who declare the planned economy deliberately inefficient for the 
sake of justifying predatory liberal experiments. But these virtues are devalued by the 
careful concealment of the shortcomings of the Stalinist model and the gross 
blunders that Stalin made in the early period of its formation, contrary to the opinion 
of professional economists. 


FURTHER QUOTATIONS FROM THE ECONOMY OF STALIN. 6 quotes, sayings, 
expressions, aphorisms and winged phrases from the book 

Source : https://mybook.ru/author/valentin-katasonov-2/ekonomika-stalina/citations/ 

4.8 - rating of the book by 18 readers: 


The most important principle of Stalin's economy is the social character of 
appropriation, which removes the "cursed" contradiction that existed under capitalism 


14 August 2020 

In fact, it is thanks to his political will and skill that he managed to create such an 
economy, most of which was outside of commodity-money relations, outside the 
notorious law of value. In fact, this means that he was able to wrest the country from 
the strangling embrace of capitalism. And to his credit. 

August 14, 2020. 


As a practicing economist, Stalin achieved much more. 


August 14, 2020 
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But we are left with another, perhaps even more valuable legacy - the experience of 
building the Stalinist economy. No one can steal this legacy from us. And the 
opportunity to use it depends only on us. 


August 14, 2020 


We no longer have to say that there can be no competition between the shops and 
sections. Such competition will only disorganize the work of the entire corporation 
and generate unreasonable costs. 


December 2, 2019 


Each agency watched closely to ensure that its interests were not infringed, as a 
rule, did not coincide with the interests of related departments. As a result, the 
implementation of any decisions that were optimal from a national point of view 
encountered the resistance of departments, which often led to enormous 
unnecessary costs. 


January 28, 2018 


PART Ill. REVIEW BY THE MARXIST V.I. GALKO ON KATASONOV'S 
BOOK "STALIN'S ECONOMY". 


B. Galko. What V.Y. Katasonov, the author of the book "Stalin's Economy" did not 
understand. 

Source: http://tr.rkrp-rpk.ru/get.php?5446 

From the site's editorial board: 

We recommend the book "Stalin's Economy" to our readers and even help them to 
purchase it, despite a number of misconceptions and, moreover, anti-communist 
invectives by the author of the book. To the thinking person the book helps to 
understand what Professor Katasonov never realized: not some belief in heavenly 
powers and the help of the ROC, but only a materialistic understanding of the world, 
a belief in the power of the human mind and the conscious common struggle of the 
people of labor can create a truly human society. Stalin understood this well. We 
publish a review of the book by V. |. Galko, candidate of economic sciences and 
rector of the Workers' Correspondents’ University of the Workers' Academy 
Foundation. 
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REVIEW. Workers' Academy Foundation: interregional public association 
"WORKERS' ACADEMY FUND (Fund for Support of Workers' Training)". 

Current organization: 

OGRN 1027800004341 dated October 23, 2002. 

INN / KPN 7825338682 784101001 

Date of registration 28.12.1994 

All requisites (FTS/PFR/FSS/ROSSTAT) 

Registered address 13 Belinskogo St., 191104, Saint-Petersburg 

Head of the Fund Mikhail Popov has been the President since October 23, 2002. 
Sources of financing and reporting are not available. 


MARXIST V.1. GALKO - "WHAT V.Y. KATASONOV DID NOT UNDERSTAND". 


V.Y. Katasonov's book, published in 2014, stands apart in a series of publications 
devoted to Stalin and the Soviet economy. The author himself calls his work a series 
of essays on some of the key problems of Stalin's economy. He rightly points out that 
the name "Stalin's economy" is conditional, that we are talking about the socialist 
economy. The author has managed to collect a wealth of factual material and 
statistical data, on the basis of which the elements and methods of management of 
the socialist economy are successfully shown. 


The planned nature of the economy, as opposed to the spontaneous, market 
mechanism, was realized through directive planning. The main criterion of 
enterprises was not an increase in monetary profits but the reduction of production 
costs, which led to a decrease in retail prices. The six reductions of retail prices from 
1947 to 1953 were the result of the effective development of socialist economy. 


The assessment of the efficiency of socialist production is supported by statistical 
data. The dynamics of growth in labor productivity and industrial production 
unequivocally demonstrate the highest efficiency of the socialist economy. It is no 
coincidence that by the 1960s the USSR had overcome its lagging behind the 
developed capitalist countries and was in third place in the world for the level of 
industrial labor productivity. 


Through the development of public consumption funds and the systematic reduction 
of retail prices, the basic economic law of socialism was realized step by step. Ina 
persuasive manner, with figures and calculations the author debunks the imposed 
myths about the monetary sources of industrialization, shows the real increase in the 
gold reserve of the country and the efficiency of the banking and financial system of 
the socialist economy, which in fact served production, rather than destroying it as 
today. 
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As for the generalizations and conclusions, they clearly spoil the overall interesting 
picture and are in direct contradiction both with Marxism-Leninism and, above all, 
with the author's own research. These studies precisely prove and confirm the 
fundamental conclusions of Marxist theory, realized in the socialist economy, which 
the author questions: social production itself, based on the law of production of 
consumer value, leads steadily to full well-being, to the reduction of the time of 
human participation in social production, to the increase of free time and to the all- 
round development on this basis of all members of society. In this way the ultimate 
goal of socialism, the construction of a classless society, is realized. 


It is absurd that the author wants to link the unlocking of the potential of the Stalinist 
economy with religion. And quite, to put it mildly, the attempt to assert Stalin's 
allegedly gradual departure from the foundations of Marxism, repeating the 
slanderous version of bourgeois propaganda about the gold and personal bank 
accounts of the Bolshevik leadership, looks like a plot. 


The author neglected the political basis of building a socialist economy - the state of 
the dictatorship of the proletariat. But the opponents of socialism were well aware of 
this. Therefore, it was with the destruction of the dictatorship of the proletariat that 
Khrushchev began his course to destroy socialism. 

The author's quibbles with Marxist theory played a cruel joke on the book, which is 
in general remarkable, in terms of factual material. 


PART IV. Andrei FURSOV. 

How mediocre Stalin beat Lenin and Trotsky of geniuses of world revolution. 

The conversation was led by Yevgeny Chernykh. 

"Koba, you are not a theorist." 

Sources: http://www. rospisatel.ru/fursov-stalin2.htm. 
http://andreyfursov.ru/news/kak_posredstvennyj_stalin_geniev_mirovoj_revoljucii_le 
nina_s_trockim_obygral/2012-04-03-34 

This high position (General Secretary of the Central Committee of the All-Union 


Communist Party of Bolsheviks) was purely technical at the time. Quite different 
people ruled the party and the country. And they could not dream that a quiet 
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secretary general would soon make a coup d'etat and lead Russia along a 
completely different path than Lenin and his comrades-in-arms had planned. 


What kind of metamorphosis happened to Joseph Vissarionovich, | ask Andrei 
Fursov, director of the Center for Russian Studies at the Moscow Humanities 
University and member of the International Academy of Sciences (Innsbruck, 
Austria): 


Koba’s (Stalin) Spicy Kitchen 


Fursov: - Immediately after the October coup, Yankel Sverdlov, a man of great 
organizational talents and connections: political, criminal, foreign financial and 
economic, concentrated control over the organizational work of the party in his 
hands. In the first half of 1918 he was in fact the real leader of Soviet Russia. That 
summer there were three interrelated events - the "Left Wester Rebellion", the 
execution of the Romanov family in Yekaterinburg and the assassination attempt on 
Lenin. This meant a life-or-death struggle within the Bolshevik leadership. But Lenin 
recovered and Sverdlov died in early 1919. 


- At the age of 34! Various rumors circulated about the untimely demise of the evil 
demon of the revolution. 

- Apparently, this death solved certain problems, but created others - there was a 
need for a chief party organizer. Various people were tried for this position, including 
Molotov, but they did not succeed, like Sverdlov. And meanwhile, the situation 
became more and more acute, demanding a person who should deal with 
organizational affairs at the highest level. The civil war had ended, the nomenklatura 
had emerged, the NEP had begun, the factionalism was forbidden in the CPSU(b) - 
someone had to deal with the daily routine. However, the great members of the 
Politouro considered the post of party secretary, even if general, unworthy. They 
were intellectuals, strategists of the world revolution, creators of history on a global 
scale. And here the routine party work at the level of one, separate country is almost 
an insult. They decided to pick... 


- A gray man? 

- Let's put it this way: he was mediocre (later on Trotsky called Stalin "genius 
mediocrity"), and didn't know much about anything. But able to work - a workhorse! 
The members of the Politburo, with the exception of Lenin, were essentially bars. 
Stalin, who would take any job he was given, was nominated. In approving the 
appointment, Lenin, chuckling, remarked that this cook would cook spicy food. Oh, 
how right llich was! He did not only guess that the time would come and this spicy 
food in the 1930s, Koba would feed the whole Leninist guards, who in the form of the 
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position of general secretary himself put into his hands the most powerful, deadly 
weapon. Not even half a year later, Stalin discovered that he controlled, a not 
inconsiderable in number and powerful in capacity, Party Apparatus. But six months 
later Lenin suddenly realized that many of his instructions were not being carried out, 
that many of them got stuck or got lost somewhere in the labyrinthine bureaucracy. 
Ilyich threw himself into the famous fight against bureaucracy in the Party. 


- He wrote an article "How We Should Reorganize the Rabkrin (workers)", 
suggested that the Central Committee should be greatly expanded, and that a 
special Central Committee commission should be created to fight bureaucracy. But 
this did not help Ilyich to nip the hydra of bureaucracy in the bud. 

- The leader never understood that the new, no longer Leninist, but, true, not yet 
Stalinist VKP(b) - this is, to a large extent, the bureaucracy. Yes, they - Lenin and his 
comrades - abandoned the Russian people and Russian life. Ruling Russia is not 
like making a world revolution. Lenin didn't have time to fight the bureaucracy in full 
power, but he could hardly defeat it - the evolution of large complex systems is 
irreversible (at the turn of 1940-1950s Stalin himself will fall under this "wheel"). 


So, at some point Lenin saw that he ran into a wall of dough. He could no longer 
say of it, as he had said of Czarism in his youth: "The wall is rotten, poke it and it will 
collapse!" At the same time, Ilyich did not realize that the time of the party of 
professional revolutionaries had passed. The age of the power machine is coming, 
the core of which is built on the type of spiritual-military order. However, they did not 
understand Lenin's colleagues, who believed that by appointing Stalin to the post of 
general secretary they took him out of the political sohere. Poor souls! They had no 
idea that politics had no place in the Soviet system, but rather that there was a place 
for power. And the tasks of building this power Stalin was adequate, and they with 
their political sphere - not. 

- And which member of the Politburo nominated him? 

- Formally the decision is collegial, but the deciding word was Lenin. 

- Promoted on their own neck! 

- Ina sense. However, according to the logic of the development of large systems, 
and Russia is a large system, the General Secretary of the CPSU(b) had to push 
politicians and strategists one way or another. Of course, the fact that despite his 
unfriendly relations with Trotsky, to put it mildly, the other Politburo members did not 
view Stalin as a competitor for the Leninist crown played a major role in his 
nomination. 

- This was not the late Sverdlov! 

- The main competitors at that time were Trotsky and Zinoviev, "the third Grishka in 
Russian history." Recall that in the first triumvirate (1923-1925), struggling with 
Trotsky, Stalin, already secretary general, was the junior partner of Zinoviev and 
Kamenev. In the second triumvirate (1925-1928): Bukharin, Stalin and Rykov, 
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opposing the "left-wing opposition" led by Trotsky, Bukharin was the strategist. It was 
in the tradition of the VKP(b) to consider ideologists and theorists as leaders. Stalin, 
although he had already published his "Questions of Leninism," did not consider 
himself such a leader until the late 1920s. Once he, the general secretary, was 
actually gagged by the old Bolshevik Osinski at a meeting: "Koba, sit down, you are 
not a theorist." 


GREAT BREAKS 

- Koba, however, was scoring points on another ground, a much more important 
one. He was preparing the "great break-1." In our country "the great turning point" is 
called, after Stalin, in 1929 - the turn to collectivization. But historically much more 
important, affecting not only Russia, but the world as a whole, its destiny, was the 
turning point in 1926-1927. In this period of time Stalin and his team shifted the 
arrows of the historical path of Russia from the course of "world revolution" to the 
course of "building socialism in one, separate country". This meant a departure from 
the line of Marx - Lenin - Trotsky, but it was fully consistent with the logic of the 
development of Russia as a large system. The place of the project of "world 
revolution", which was interested in both the left-wing globalist-Cominterns and the 
right-wing globalists - banking finintern, was taken by the project "red empire". And it 
was in the interests of Russia, and the Russians. After all, the Leninist project gave 
Russia the role of brushwood, which was going to be thrown into the furnace of the 
world revolution. And the Russians - the role of cannon fodder, which will be 
sacrificed to the International Socialists, who dreamed of a landed republic with its 
capital in either Berlin or New York. Expendable material like Saruman's Orcs, to pelt 
Europe with their corpses for the interests of the "lords of the rings" of the world 
revolution. 

- What do the world's bankers have to do with it, Andrei Ilyich? 

- Trotsky said not without reason that the real revolutionaries sit on Wall Street! Fin- 
intern-news, the bankers of the City and Wall Street, in their plans for revolutionary 
change of the world - the capitalist globalization, Russia and the Russians were 
given the unenviable share of the raw materials appendage. 


By turning from world revolution to red empire, Stalin challenged the globalists, both 
leftist ("Leninist Guards", Trotskyists, many Cominternists), and rightist (international 
banking capital, supranational control structures - the "backstage"). It is telling that 
one of Zinoviev's arguments in the struggle against Koba - to keep Stalin in the 
position of general secretary of the VKP(b) - is said to cause irritation and rejection in 
the Comintern. By this, Zinoviev fixed a higher position in the Communist hierarchy 
of the left globalists and their organization in relation to the Russian Communist 
Party. It was this hierarchy that Stalin was breaking. 
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The moment of truth was the suppression of the Trotskyist putsch of 1927, timed to 
coincide with the 10th anniversary of the October coup and the birthday of Trotsky 
(he was born on November 7!) This is a little-known page of our history. October 2, 
which was supposed to nip the red empire in the bud, failed. Stalin would gradually 
build up the national component. But he can take decisive steps only after the end of 
collectivization and the beginning of industrialization. These steps would be most 
vividly expressed in the termination in 1936 of the celebration of November 7 as the 
First Day of the World Revolution. 

- Was there such a holiday? 

- Yes. Later it would become the Great October Socialist Revolution Day, that is, no 
longer a world holiday, but a Soviet (Russian) holiday of world significance. In 1936 
the term "Soviet patriotism" would be uttered for the first time. 


THE END OF THE WORLD REVOLUTION 

- However, between 1927 and 1936 important events took place. 

- Of course. The most important in the 1920s and one of the most important in the 
twentieth century was 1929. Trotsky is expelled from the USSR! This draws a line 
under the "world revolution" project. Now the masters of the World Game have 
another strategy - World War, which must solve several problems at once: to destroy 
the Soviet Union, to finally destroy Germany, which lost in WWI. And at the same 
time - the national states in Europe, turning it into the "Venice of pan-European 
scale", the United Europe - the European Union. 

- The European Union, did | hear you right? 

- Exactly! The first version of the EU was Hitler's. Hitler generally worked to create 
many of the things that took shape after the defeat of the Third Reich: the European 
Union, the state of Israel, etc. The implementation of the destructive strategy of the 
world's bankers and industrialists put it on Germany, or rather, on Hitler, whom from 
1929 they began to actively push to power. However, there was no agreement 
between them either. Having jointly organized the global economic crisis of 1929, the 
British and American bankers fought among themselves. /n 1929-1931, the director 
of the British Central Bank, Montague Norman, a man who weighed as much on the 
scales of history as Churchill, Roosevelt, Hitler and Mussolini combined, closed the 
British Empire (25% of the world market) from foreign markets. Above all, 
Norman struck a blow to U.S. industry. And the Americans had no choice but to 
invest in the USSR and Germany. On the one hand, the U.S. was helping these two 
countries to build up their military-economic capabilities for a mortal fight with each 
other; on the other hand, it was solving its own economic problems. 


Second, the U.S. was forced to embark on a new world war: Roosevelt's "New Deal" 
created more problems than it solved. And the only way out, of course, apart from 
radical social reforms or reforms at least in the spirit of the popular senator Huey 
Long, Roosevelt's shot dead rival, was a world war. 
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However, Stalin was able to exploit the contradictions between the Germans and 
the Anglo-Saxons, the British Empire and the United States, the Rothschilds and the 
Rockefellers, and by the late 1930s he had industrialized and prepared for war, 
which he also delayed for two years with the help of the Soviet-German treaty of 
1939. 

- The fact that Stalin took the path of creating a "red empire," "socialism in one, 
separate country" - his personal insidious desire to become the master of Russia or 
an objective pattern? 

- An objective regularity and necessity at the same time. The world in the 1920s 
was not strong enough to impose its will on Russia. We must clearly understand: the 
revolution in our country went through two phases. The first one can be 
conventionally called international-socialist (1917-1927/29); the second is imperial- 
socialist, or (less precisely) national-bolshevik (1927/29-1939). The goal of the first 
phase is world socialist revolution, which is just beginning in backward Russia; its 
heroes are the International Socialists, the guardsmen of the "cardinals of world 
revolution" Lenin and Trotsky. 


The goal of the second is the socialist power of the USSR, the socialist phase in the 
millennial Russian history. The transition from the first phase to the second was 
marked by the victory of Stalin's team over the "left" and "right" bias (the victory of 
the "imperialists" over the globalists), the beginning of industrialization (changing the 
position of the USSR in the international division of labor, which the project "world 
revolution" absolutely did not assume) and collectivization (the main task, among 
others, to turn the peasantry into citizens, into an element of the national-state 
whole). These are the three sources, the three components of the "phase-shift". 


This was possible because the USSR is too big a country-system to turn it away 
from the historical track of development. Moreover, in the 1920s, the USSR, for all its 
weakness, was on the rise. It was not the decaying society of the 1980s, headed by 
the greedy, stupid and cowardly nomenclature. The West, the capitalist world in the 
1920s and 1930s was not united and could not throw all its forces against the USSR 
as it did in the 1980s. Finally, Stalin's leadership was able to play on the 
contradictions of Western predators. "Phase-shifting" would not have been possible 
if Stalin and his team had not expressed the interests of the party apparatus, the 
system-forming element of the Soviet system. After the failure of the revolution in 
Germany in 1923, hopes for a world revolution began to fade. What is the Party 
bureaucracy to do in this situation? Pack their bags and leave? And go where? Or 
drive with their horns and build socialism without a world revolution? Stalin proposed 
exactly this. 


251 


252 


Thus the interests of Stalin, the party, the historical Russia and the historical Russian 
people (here, "historical" means: existing not only in the present, but also in the past 
and future). Therefore, the turn of Stalin, the "great turning point-1", which 
conditioned the "great turning point-2" and others, was an objective necessity, a 
legitimacy. Stalin became both a tool and the creator of this necessity, not without 
reason, he liked to say that it is necessary to ride the laws of history. "The Great 
Break-1", he broke the game to the globalists, but the dislocation of Russian history 
1917-1927/29 years, thereby corrected. This is precisely why Stalin is paradoxically 
hated in both the right and left camps. 


Hate for Uncle Joe. 

- Until now? After all, it's a long time ago! 

- Until now. However, the current hatred of Stalin in the West and the pro-Western 
"fifth column" in Russia has one important nuance. It is connected with the goals and 
plans of the global elite for reshaping the modern world. Pay attention: in the West, 
more precisely in Europe in recent years there is a process of softening the attitude 
to Hitler, Nazism and the Third Reich, but at the same time the process of 
demonization of Stalin, the USSR and Soviet communism is developing. They are 
trying to make the USSR as guilty of the war as the Third Reich (thereby, in addition, 
the Anglo-Americans draw attention away from themselves as the perpetrators and 
warmongers of World War II); Soviet Communism is interpreted as more criminal 
than National Socialism. 

- Where are the facts? 

- Since 2004, the UN General Assembly has passed an annual resolution on the 
inadmissibility of practices that escalate racism, xenophobia, etc. Among other 
things, condemning Nazism and any attempts to glorify it. Every year the General 
Assembly has passed this resolution by a majority vote; with the U.S. always voting 
against it and the EU countries abstaining. In 2011. 17 out of 27 EU countries voted 
against condemning the glorification of Nazism! That's a hell of a thing to do. | am 
not even talking about the glorification of Nazis in the Baltic States and even Ukraine. 

- And the world "progressive public" doesn't protest against Nazi marches in the 
Baltics. Now it is clear why. 

- In 2011, an exhibition dedicated to Hitler was held in Germany; a collection of 
quotations from "Mein Kampf" is being published. In part, this can be explained by 
the international backdrop of Germany's rise. It has every chance to emerge from the 
new world crisis with a new Reich - the dreams of the figures of the Black 
International (aka Fourth Reich), who also worked in this direction, will come true. 
But this is not the main thing. 
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- What is the main thing? 

- To answer this question, let's look at those plans which are already being 
unashamedly realized by the top of the world capitalist class, the Western globo-elite 
and its "sixes" in the field. We are talking about creating a new world order, where 
the top rungs of the pyramid will be occupied by the chosen ones - the top of the 
"golden billion", controlling the masses of people brought to the state of chipized bio- 
robots. We are talking about a sharp - from 50% to 90% - reduction of the Earth 
population during the XXI century. The displacement of monotheistic religions, 
primarily Christianity, and rational thought through belief in magic and witchcraft, 
pantheism, neopaganism, the cult of wildlife... Doesn't this remind you of anything? It 
is the same Nazi plans and Nazi goal-setting, only expressed not in brutal German 
form, but in a softer form. The essence, however, is the same. "/ have the right to 
exterminate millions of inferior races who multiply like parasites." These are Hitler's 
words. Today's neo-Malthusians and social Darwinists of the liberal (liberal-fascist) 
persuasion have replaced "inferior races" with inferior classes, who are pushed out 
of existence through the "neoliberal revolution. Let us remember the neo-paganism 
and anti-Christianity of Nazism, its characteristic cult of the irrational, the cult of the 
superhuman, standing above the masses zombified by propaganda. All this has 
been revived in the plans and goals of the global neoliberal elite, whose ideologists, 
by the way, include a lot of former Trotskyists who have turned into global-fascists. It 
turns out that the Third Reich was a kind of testing ground, a laboratory, where social 
and other technologies were developed in an extreme, brutal form for Western use 
for the future culling of a large part of humanity. 


Who most successfully opposed the Nazi project, who thwarted it? The Soviet 
Union, led by Stalin. Hence the hatred. And fear. And the desire to smear "Uncle 
Joe" with black paint. The latter realizes another goal: by artificially bringing Stalinism 
and Hitlerism together, by identifying them, the ideologists of the neoliberal globalists 
try to solve a contradictory task in this way: on the one hand, to hide the real 
orientation of the Stalinist project as opposed to Hitler's, on the other, to hide the 
similarity of their current project with the Nazi one. 


- Listening to you, Andrei Ilyich, an analogy with the 1990s begs to be made. Stalin 
opposed the Left-wing globalists who wanted to throw the country into the furnace of 
world revolution. And in the 90's our RIGHT liberal globalists rushed to turn Russia 
into a raw material base for global monopolies. And in many ways, alas, they 
succeeded. 


- Stalin prevented what the triad of nomenklatura, security services and shadowy 
elements in alliance with western capital did to the USSR in the 1920s-1990s, during 
the Gorbachev and Yeltsin years. However, both Gorbachev and Yeltsin were 
puppets of certain internal and external forces. Stalin was never a puppet. We need 
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to clearly understand: we are still living at the expense of the military and technical 
foundation and reserve, especially the nuclear one, created in the Stalin era and 
immediately after it. 


Had it not been for this foundation, the top of the world capitalist class would have 
organized a "final solution to the Russian question" long ago. Those who today 
berate Stalin should remember two things: 1) If it had not been for Stalin's nuclear 
foundation, those whom they today call "partners" would not have sat at the same 
table with them. Moreover, they and all of us would have been erased by the Eraser 
of History - forever; 2) only pigs eat and shit in the same place. 


- And the repressions of the 1930s, which Stalin is blamed for? 

- That is a separate topic. | will say briefly. First of all, there were no tens of millions 
of victims, about whom it is written in the semi-fictional novel The Gulag Archipelago. 
Historians - Russian, American and others - put the figure at just over 4 million. 
Moreover, from 1922 to 1953. In reality, Stalin took power in 1929, which also 
reduces this figure. Of course, every human life is valuable, but history is a mass 
process, and if we are forced to compare Stalin's regime to others, then the "thieves" 
should be caught by the hand. Second, either an ignorant person or a malicious liar 
can reduce the complexity of the social history of the 1930s USSR to the so-called 
"Stalinist repressions. The 1930s is a continuation of the civil war in "cold form", and 
the main organizers of the mass repressions were "regional barons. 


- The first communist secretaries of republics, krais, regions? 

- Yes, stakhanovniks of terror. Stakhanovites among them were Khrushchev and 
Eikhe. "Repression from below" they sought to solve their problems. Stalin's 
"repression from above" was mainly a response. It is not a question of defending 
Stalin - he does not need it. It is about defending the truth about Stalin and our 
country, and this truth as a Russian historian and Soviet officer | am obliged to 
defend - against the lies, liars and falsifiers of history who are muddying my 
homeland. History has something to charge Stalin with. But we must not forget in 
what era he lived. Our de-Stalinizers shove figures of 7-8 million deaths during the 
famine, which is largely associated with collectivization. But recently, documents 
have been declassified in the U.S., which state that 5 million people died of 
starvation in the U.S. during the depression of 1929-1933. At the same time! In the 
well-fed, rich U.S., not in the world war-torn and civil war-torn Russia. | wonder if our 
"liberals" have any desire to foot the bill for the U.S.? 


NOT TO LET RUSSIA BE CRUSHED! 
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- One last question, Andrei Ilyich. Does Russia need a new Stalin today? And what 
kind? It's no secret that many people dream of a strong hand that would put an end 
to rampant corruption in the country, the lawlessness of bureaucrats and other 
strongmen. 

- Stalinism as a dictatorship of hired workers of the pre-industrial and early- 
industrial type was already outdated in the second half of the 1940s. It was not 
suitable for a developed industrial society. Stalin was well aware of this and tried to 
solve the problem, first of all, by limiting the omnipotence of the Party apparatus and 
cutting its ties with the economic bodies by moving the real power to the Council of 
Ministers. The Party bureaucracy had to deal with human resources and ideology. 
Stalin did not have time. Just as he did not have time to create a world market 
alternative to the capitalist market to undermine the position of the dollar. He did not 
have time - too many people in the country and abroad were interested in his death. 


There is no repetition in history. Historical Russia today needs not a "new Stalin," 
but a leader adequate to its time and just a little ahead of it, as did the Secretary 
General in the 1920s and 1930s. 

We need a leader capable of: 

1. Offer the country new meanings and a new project, as Stalin did in the 1920s, 
proclaiming a Soviet socialist breakthrough. 

2. To stamp out corruption. Stalin had great success in this by eliminating the NEP. 

3. To curb the corrupt "nobility," as Stalin did in the 1930s. 

4. Implement a neo-industrial project and get Russia out of the raw material trap, as 
Stalin did by the late 1930s. 

5. Outplay the bourgeoisie by exploiting their contradictions, as Stalin did in the 
1930s and 1940s. 

6. Turn the country into an empire-like formation on a Eurasian scale, i.e. return 
historical Russia by creating a "security belt" around it, like Stalin in the second half 
of the 1940s. 

7. To lay the foundation for a breakthrough into the future and provide a military 
shield for it for about 50 years, for the whole second half of the 21st century. Like 
Stalin in the 1940s for the USSR in the second half of the 20th century. 


In doing so, the new leader should try to avoid the mistakes that Stalin (and quite a 
few of them!) made with all of his strategic gift. All this becomes imperative when one 
considers that the "Arab Spring," which the Anglo-American fist is knocking on the 
doors of Syria and Iran, begins the pre-war, if not the military, era. The battle for 
Eurasia is coming. And, as Stalin said in the early 1930s, if we do not run the path 
that other countries have passed in a hundred years, we will be swept away. The 
main task of the real leader of the real Russia is not to allow us to be crushed. 
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We'll deal with the rest as we go along-we have someone to learn from. Changing 
Blok's line a bit, we could say: "Stalin, give us your hand / Help us in the silent 
struggle. 


PS. FOR THE READER'S INFORMATION. 


The selection of Internet information about the book by V.Y. Katasonov "Stalin's 
economy" and editing distortions in the structures of the text of this book, borrowed 
from the Internet - for placement in the journal samlib.ru Maxim Moshkov, performed 
research engineer Grebenchenko YI: 


- In the Internet text of the book removed the headers, cluttering the inner areas of 
the text, and restored tables. The author's content and meaning of Katasonov's book 
has been preserved. Unfortunately, the complete cleaning of the text failed. 


Unexpectedly, the article has been flooded with a torrent of extremely persistent, 
mocking comments from anonymous opponents and insults directed at Katasonov 
as well as at the readers who responded positively to the book. 


Recall. In the post-Stalin era, the CONCEPTUAL INFORMATION about Stalin's 
economy for ordinary Russians, and even for all post-Stalinist secretaries-general 
and officials, as it now appears that most of them were historically, economically and 
politically extremely illiterate, WAS and still is under a tacit ban. The ban applied to 
the officials of the power verticals of the Soviet Power, and it applies to the current 
carriers of the bourgeois Power of the Russian Federation. 


This prohibition is incomparably stricter than all known forms of censorship. The 
prohibition consists in the total silencing of information about the essence of Stalin's 
economy - on pain of a career and, therefore, a life catastrophe for all violators of the 
unspoken prohibition. The flood of negative comments on Katasonov's book and the 
blocking of the book on the Internet is evidence of the fact that the liberal-democratic 
ban on real information about the Stalinist economy and the continuing propaganda 
of the dead-end "Stalinist economy" of the USSR are still in effect: 


In familiarizing readers with Stalin's Economy, the inferiority of the capitalist 
economy becomes obvious to all. 


Y.V. Katasonov's book "Stalin's Economics" was posted in samlib (statistics) 


magazine on Grebenchenko's personal page without the author's consent. 
Consequently, Grebenchenko bears a certain responsibility to the readers and the 
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author of the book for the insults he receives. Therefore, comments on the book on 
September 14, 2020 are temporarily OFF. 

The number of readers responding positively to the book can be judged indirectly by 
the increasing number of online views of the downloadable text of the book by 
Internet users. See samlib statistics. So, for the first month (from the middle of 
August to the middle of September 2020) this number in samizdat magazine was 
900 free views-downloads. 


Volgograd. September 16, 08:52. 
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